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Ladies and Gentiemen: _ OCT 2 6 2008
]:HOMSON SEC FILE NQ. 82-4256
Faf\,'Af\JC.'AL
Re: Tomorrow International Holdings Limited

Information Furnished Pursuant to Rule 12g3-2(b)
under the Securities Exchange Act

On behalf of Tomorrow International Holdings Limited (the "Company”), S.E.C. File
No. 82-4256, the enclosed copies of documents are submitted to you in order to maintain the
Company's exemption from Section 12(g) of the Securities Exchange Act of 1934 (the "Act")
pursuant to Rule 12g3-2(b) under the Act:

| 1. The Company’s announcement regarding the connected transaction on
proposed grant of option to a connected person, dated September 27, 2006, published (in
English language) in The Standard and published (in Chinese language} in the Hong Kong
Economic Times, both on September 28, 2006;

2. The Company’s interim report 2006, dated September 22, 2006;
3. The Company’s announcement regarding 2006 interim results, dated

September 22, 2006, published (in English language) in The Standard and published (in
Chinese language) in the Hong Kong Economic Times, both on September 25, 2006;

4. The Company’s announcement regarding results of the open offer, dated June
20, 2006, published (in English language) in The Standard and published (in Chinese

language) in the Hong Kong Economic Times, both on June 21, 2006; m\/ [ L\/
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5. The Company’s circular regarding open offer with bonus shares, dated May
30, 2006;

6. The Company's announcement regarding results of SGM and despatch of the
prospectus documents, dated May 30, 2006, published (in English language) in The Standard
and published (in Chinese language) in the Hong Kong Economic Times, both on June 1,
2006; and

7. The Exhibit A for a list of the information required to be made public, filed or
distributed to shareholders under the Hong Kong Companies Ordinance and relevant

requirements imposed by the HKSX under the Rules Governing the Listing of Securities on
the Main Board of the HKSX.

The parts of the enclosed documents that are in Chinese substantially restate the
information appearing elsewhere in English.
We would appreciate your acknowledging receipt of the foregoing by stamping and

returning the enclosed copy of this letter. A self-addressed, stamped envelope is enclosed for
your convenience.

Very truly yours,

Simon Luk

Enclosures

cc: Tomorrow International Holdings Limited



The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes no
representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever
arising from or in reliance upon the whole or any part of the contents of this announcement. This announcement is for
information purposes only and does not constitute an invitation or offer to acquire, purchase or subscribe for securities.
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Tomorrow International Holdings Limited

{incorporated in Bermuda with limited liability)
(Stock Code: 0760)

CONNECTED TRANSACTION
PROPOSED GRANT OF OPTION TO A CONNECTED PERSON

On 22 September, 2006, the Company entered into a conditional Option Agreement with Winspark pursuant to which
(1) the Company has agreed to grant to Winspark the First Call Option under which Winspark has the right but not
the obligation to require the Company to issue 33,700,000 Option Shares to Winspark or as it may direct at the
subscription price of HK$4.5; and (2) Winspark has agreed to grant to the Company the Second Call Option under
which the Company has the right but not the obligation to require Winspark to subscribe 33,700,000 Option Shares at
the subscription price of HK$4.5. Upon exercise of the First Call Option or the Second Call Option, the other call
option shall automatically lapse and cease to be of any further effect.

As Winspark is a substantial Shareholder, the Option Agreement and the transactions contemplated thereunder
constitute connected transactions for the Company under Chapter 14A of the Listing Rules and are subject to
approva! of the Independent Shareholders.

The estimated net proceeds arising from the exercise of either of the Options are intended to be applied for future
investments when suitable opportunities arise and for general working capital purpose.

The SGM will be convened and held to approve the Transaction. An independent board committee of the Company
will be formed to consider the terms of the Transaction and an independent financial adviser will be appointed to
advise the independent board committee and the Independent Shareholders regarding the terms of the Transaction, A
circular containing, among other things, further details of the Transaction, a letter from the independent financial
adviser containing its advice to the independent board committee of the Company and the [ndependent Shareholders
and the recommendation of the independent board commitiee, together with a notice convening the SGM will be
despatched to the Shareholders as soon as practicable.

At the request of the Company, trading in the Shares was suspended with effect from 9.30 a.m. on 25 September,
2006. Application has been made by the Company to the Stock Exchange for the resumption of trading in the Shares
with effect from 9.30 a.m. on 28 September 2006.

Date: 22 September, 2006

Grantor: The Coiwnpany (in the case of First Call Option)
Winspark (in the case of Second Call Option)

Grantee: Winspark (in the case of the First Call Option)
The Company (in the case of Second Call Option)

Options agreed to be granted: (i} the Company has agreed to grant to Winspark the First Call Option under which
Winspark has the right but not the obligation to require the Company to issue
33,700,000 Option Shares to Winspark or as it may direct at the subscription price of
HKS$4.5 during the Option Period; and

(2) Winspark has agreed to grant to the Company the Second Call Option under which
the Company has the right but not the obligation to require Winspark to subscribe
33,700,000 Option Shares at the subscription price of HK34.5 during the Option
Period.
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Subscription Price:

The Options were granted in consideration of the mutual covenants between Winspark and
the Company that each has agreed to grant to the other an option in relation to the Option
Shares and no cash consideration will be paid by either party for obtaining the Options.

The First Call Option is used to facilitate the Sale and Purchase Agreement by allowing
Winspark to top-up the same number of Shares transferred by it to Pan-China as described
in the paragraph headed “Reasons for the grant of Options” in this announcement. The
Second Call Option will be granted in favour of the Company to provide the Company
with added protection of requiring Winspark to subscribe the Option Shares in the event
that Winspark does not exercise the First Call Option and it is not a further option to the
First Call Option. The Company shall exercise the Second Call Option in the event that
Winspark does not exercise the First Call Option.

Upon exercise of either the First Call Option or the Second Call Optien, the other call
option shall automatically lapse and cease to be of any further effect.

HK34.5 per Option Share.

The Subscription Price of HK$4.50 per Share represents (i} a premium of approximately
233% to the closing price of HKS1.35 per Share as quoted on the Stock Exchange on 22
September 2006, the last trading day prior to the release of this announcement, (ii) a
premium of approximately 236% to the average closing price of HK$1.338 per Share as
guoted on the Stock Exchange for the last S trading days immediately preceding the date
of the Option Agreement, and (iii} a premium of approximately 4.4% to the net asset value
of HKS4.31 per Share as at 30 June 2006,

The Subscription Price was determined after arm’s length negotiation between Pan-China
and the Company with reference to the price and net asset value of the Shares. It is the
same as the selling price per Share under the Sale and Purchase Agreement and is payable
by Winspark to the Company upon the exercise of either the First Call Option or the
Second Calt Option.

The net Subscription Price per Share is approximately HKS4.48 and the market value of
the Option Shares is HK$45,495,000, based on the the closing price of HKS1.35 per Share
as quoted on the Stock Exchange on 22 September 2006, the last trading day prior to the
releasge of this announcement.

Given that the Subscription Price is at a premium to the closing price of HK31.35 per
Share as quoted on the Stock Exchange on 22 September 2006, the last trading day prior to
the release of this announcement, the Directors (including the independent non-executive
Directors) consider that the Subscription Price to be fair and reasonable and in the best
interests of the Company and the Shareholders as a whole.

Conditions for the Option Agreement

The obligations of the Company and Winspark under the Option Agreement are conditional upon:

(1) the passing by the Independent Shareholders of an ordinary resolution approving the Option Agreement and the
transactions contemplated thereunder;

(2) the Listing Committee of the Stock Exchange granting the approval of, and the permission to deal in, the Option

Shares;

(3} all other required approvals and consents under all applicable legislation and regulatory codes and rules including the

Listing Rules;

(4) completion of the Sale and Purchase Agreement; and

(5} the fulfillment of the payment obligation by Pan-China under the Sale and Purchase Agreement,

If the above conditions cannot be fulfilled on or prior to the commencement of the Option Period or such later date as may
be agreed between the Company and Winspark, the Option Agreement shall terminate.

The Options will not expire in less than one year and not more than five vears from the date of issue or grant and will not
be convertible into further rights to subscribe securities which expire less than one year or more than five years after the
date of issue or grant of the original options.




The securities to be issued on exercise of the Options will not, when aggregate with all other equity securities which
remain to be issued or exercise of any other subscription rights, if all such rights were immediately exercised, whether or
not such exercise is permissible, exceed 20% of the issued share capital of the Company at the time such options are
issued. The Company currently has no options, warrants and similar rights to subscribe or purchase equity securities of the
Company which are issued or granted on their own by the Company or any of its subsidiaries outstanding. The Options
only represent approximately 14.99% of the issued share capital of the Company.

Payment of Subscription Price

Upon the exercise of either of the Options, Winspark shall pay to the Company the aggregate subscription price of
HKS$151,650,000 on or before the 7th Business Day after the date the Company or Winspark (as the case may be) shall
issue a notice in writing pursuant to the exercise of the First Call Option or the Second Call Option (as the case may be).

Use of Proceeds

The gross proceeds from the subscription of the Option Shares pursuant to the exercise of cither of the Options will be
HKS$151.650,000, If one of the Options is exercised, the other option will lapse. The net proceeds arising from the
subscription and exercise of either of the Options will be approximately HK$151,000,000 and are intended to be applied as
to approximately HKS141,000,000 for future investments when suitable opportunities arise and as to approximately
HKS 10,000,000 for general working capital purpose. The Company currently has reviewed various investment projects,
such as properties investment in China and no discussion or negotiation relating to intended acquisitions is currently
underway. The Company will make announcement in compliance with the Listing Rules if and when suitable investments
have been identified and binding agreements have been entered into.

REASONS FORTHE GRANT OF OPTIONS

The Company intended to introduce Pan-China as a strategic investor to the Company. Pan-China is an investment
company incorporated in Hong Kong, and is owned as to 70% by Pan-China Group (HK) Limited and as to 30% by Ace
Channel Limited. Pan-China Group (HK) Limited is ultimately owned by & ¥ % £ B A B 4 7 (Pan-China
Construction Group Limited) (the “Pan-China Group”). Ace Channel Limited is an investment holding company wholly
owned by Mr. Gao Feng. Pan-China is the investment arm of the Pan-China Group in Hong Kong. To the best of the
Directors’ knowledge, information and belief, having made all reasonable enquiry, Pan-China and its ultimate beneficial
shareholders are Independent Third Parties. The ultimate controlling shareholders of Pan-China, namely the Pan-China
Group, is a renowned company incorporated in the PRC and have in-depth professional knowledge, expertise and technical
know-how in various disciplines in the construction and property development industry. The Pan-China Group is primarily
engaged in infrastructure, realty investments, design, project supervision, engineering, constructions and decoration
businesses. With the long-established and excellent business and social networks of the Pan-China Group throughout the
major cities in China, the Company will benefit with quality investment opportunities in projects, which is expected to be
primarily related to investiments in residential and commercial properties, to be introduced by the Pan-China Group as a
step for diversification, although the Group's business is not interlinked with that of the Pan-China Group.

Pan-China can only pay the consideration for the Shares that it intends to acquire in 300 days and has requested deferred
payment for Shares that it will acquire. As the Company is not permitted to issue unpaid Shares, at the request of the
Company and to facilitate Pan-China to become a Shareholder so that the Company can benefit from the introduction of
investment opportunities by Pan-China, Winspark has agreed to enter into the Sale and Purchase Agreement on 22
September, 2006 with Pan-China pursuant to which Winspark has agreed to sell 33,700,000 Shares to Pan-China at a total
consideration of HKS151,630,000 with a deferred payment date on the 300th day from the date of the Sale and Purchase
Agreement on the condition that the Company will grant the First Call Option to Winspark to top up such number of
Shares as is equal to the number of Shares that Winspark would transfer to Pan-China at the same consideration as paid by
Pan-China to Winspark. The First Call Option was granted to Winspark to ensure that Winspark could top up its
shareholding in the Company after its transfer of 33,700,000 Shares to Pan-China and the Second Call Option was granted
to provide the Company with added protection of requiring Winspark to subscribe for the Option Shares.

The Option Agreement and the Sale and Purchase Agreement are inter-conditional. Completion of the Sale and Purchase
Agreement is conditional upon, among others, the approval of the grant of the First Call Option and the Second Call
Option by the Independent Shareholders at a general meeting of the Company.

The Option Agreement is conditional upon the performance of the payment obligation by Pan-China under the Sale and
Purchase Agreement so that Winspark can apply the sale proceeds paid by Pan-Chine to subscribe the Option Shares.

The Company intends to invite a representative of Pan-China to join the Board.

The Directors consider that the introduction of Pan-China as a shareholder and the entering of the Sale and Purchase
Agreement by Winspark is beneficial to the Group, and that the terms of the Option Agreement, which were arrived at after
arm’s length negotiation between the Company and Winspark, are fair and reasonable and are in the interests of the
Company and the Shareholders as a whole. The subscription price under the Option Agreement is equivalent to the
consideration to be paid by Pan-China to Winspark under the Sale and Purchase Agreement, which is made by reference to
the net asset value of the Group.
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BUSINESS OF THE GROUP

The principal activity of the Company ts investment holding. The Group’s principal activities consist of the design,
development, manufacture and sale of electronic products, manufacture and sale of printed circuit boards, trading and
distribution of electronic components and parts, trading of listed equity investments and provision of loan firancing.

IMPACT ON THE SHAREHOLDING STRUCTURE OF THE COMPANY

The effect on the shareholding structure of the Company upon completion of the Sale and Purchase Agreement and before
and after the exercise in full of the subscription rights attaching to either of the Options are as follows:

After completion of the After completion of the
Sale and Purchase Sale and Purchase
Agreement but before Agreement and the exercise
As at the date of the exercise in full of in full of either
this announcement either of the Options of the Options
No. of Shares % No. of Shares % No. of Shares Yo
Winspark 147,871,114 65.79 114,171,114 50.80 147,871,114 57.21
Pan-China - — 33,700,000 14.99 33,700,000 13.04
Directors (Note) 1,378,571 0.61 1,378,571 0.61 1,378,571 0.53
Public 75,518,516 3360 75,518,516 33.60 75,518,516 29.22
Total 224,768,201 100.00 224,768,201 100.00 258,468,201 100.00

Note: Mr. Yau Tak Wah, Paul holds 200,000 Shares.
Miss Louie Mei Po holds 1,178,571 Shares.

As at the date of this announcement, neither of the Options has been exercised and no Option Shares have been issued.

APPLICATION FOR LISTING

The Company will apply to the Listing Committee of the Stock Exchange for the listing of, the permission to deal in the
Option Shares which may fall to be aliotted and issued pursuant to the exercise of either of the Options.

CONNECTED TRANSACTION

As Winspark is a substantial Sharcholder, the Option Agreement and the transactions contemplated thereunder constitute
connected transactions for the Company under Chapter 14A of the Listing Rules and are subject to approval of the
Independent Shareholders. An independent board committee of the Company wili be formed to consider the terms of the
Transaction and an independent financial adviser will be appointed to advise the independent board committee and the
Independent Shareholders regarding the terms of the Transaction. A circular containing, among other things, further details
of the Transaction, a letter from the independent financial adviser containing its advice to the independent board committee
of the Company and the Independent Sharcholders and the recommendation of the independent board committee, together
with a notice convening the SGM will be despatched to the Shareholders as soon as practicable.

The Directors (including the independent non-executive Directors) consider that the subscription under the Option
Agreement and the exercise of the Options will increase the capital base of the Company and strengthen its financial
position for future development of the business and operation of the Group. The Directors consider that the terms of the
Option Agreement, which were arrived at after arm’s length negotiation between the Company and Winspark, are fair and
reasonable and in the interests of the Company and the Independent Shareholders as a whole.

SGM

A SGM will be convened and held for the purpose of considering and if thought fit approving the Option Agreement and
the transactions contemplated therein. The votes of the Shareholders to be taken at the SGM will be by poll where
Winspark and its associates will abstain from voting.

CAPITAL-RAISING ACTEVITIES DURING PAST 12 MONTHS

The Company announced on 8 March 2006 that it proposed to raise HKS173.4 million, before expenses, by issuing
357,585,805 Shares at an offer price of HKS$0.485 per Share by way of an open offer (the “Open Offer”) on the basis of 5
offer shares for every 4 existing shares held issued with 5 bonus shares for every 7 fully-paid offer shares. The net proceed
from the Open Offer in the amount of approximately HKS170,000,000 were applied as to HK$160,000,000 on future
investment projects and as to HK$10,000,000 on general working capital, which is in line with the use of proceeds as
disclosed in the circular of the Company dated 28 April 2006.

Save for the Open Offer, the Company has not carried out any other capital raising activities during the 12 months
immediately preceding the date of this announcement.




SUSPENSION AND RESUMPTION OF TRADING

At the request of the Company, trading in the Shares was suspended with effect from 9.30 a.m. on 25 September, 2006.
Application has been made by the Company to the Stock Exchange for the resumption of trading in the Shares with effect
from 9.30 a.m. on 28 September 2006.

DEFINITIONS

In this announcement, the following expressions have the following meanings unless otherwise requires:

“associate™
“Board"

“Business Day”
“Company”
“Director(s)”

“First Call Option™

“Group”

“Hong Kong”

“HKS”

“Independent Shareholders™

“Independent Third Party”
“Listing Rules”
“Pan-China”

“Options™

“Option Agreement”

“Option Period”

“Option Shares”

“Payment Date”

“Sale and Purchase Agreement”

“Second Call Option”

“SGM“

“Shares”
“Shareholder(s)”

“Stock Exchange”

has the meanings ascribed thereto in the Listing Rules
the board of directors of the Company

a day (other than Saturday and Sunday) on which banks in Hong Kong are generally
open for banking business

Tomorrow International Holdings Limited, a company incorporated in Bermuda, the
securities of which are listed on the Stock Exchange

the director(s) of the Company

the option granted by the Company to Winspark under which Winspark has the right but
not the obligation to require the Company to issue 33,700,000 Option Shares to
Winspark under the Option Agreement

the Company and its subsidiaries

the Hong Kong Special Administrative Region of the PRC
Hong Kong dollar, the fawful currency of Hong Kong

the Shareholders (other than Winspark and its associates)

an independent third party not connected with the Company or any of its subsidiaries or
any of their respective directors, chicf executive or substantial shareholders or any of
their respective associates

the Rules Governing the Listing of Securities on the Stock Exchange

Pan-China International Holdings Limited, a company incorporated in Hong Kong, is
an investment company and an Independent Third Party

First Call Option and Second Call Option

the option agreement dated 22 September, 2006 made between the Company and
Winspark in connection with the grant of the Options

the period commencing on the first anniversary of the grant of the Options and ending
on the 10th Business Day thereafter (both days inclusive)

33,700,000 new Shares, which represents approximately 14.99% of the existing issued
share capital of the Company and approximately 13.04% of the Company’s issued share
capital as entarged by the issue of the Option Shares

the 300th day from the date of the Sale and Purchase Agreement

the sale and purchase agreement dated 22 Septemnber, 2006 made between Winspark as
vendor and Pan-China as purchaser in connection with the sale of 33,700,000 Shares

the option granted by Winspark to the Company under which the Company has the right
to require Winspark to subscribe 33,700.000 Option Shares under the Option
Agreement

the special general meeting of the Company to be convened and held for the purpose of
considering and, if thoughr fit, approving the Transaction

ordinary shares of HKS0.04 each in the share capital of the Company
holder(s) of the Shares
The Stock Exchange of Hong Kong Limited




“Transaction” the Option Agreement and the transactions contemplated thereunder

“Winspark” Winspark Venture Limited, a company incorporated in the British Virgin Islands and
wholly and beneficially owned by Mr. Chan Yuen Ming, is an investment company and
a substantial Sharcholder

" per cent.

By order of the Board
Tomorrow International Holdings Limited
Yau Tak Wah, Paul
Chairman

Hong Kong, 27 September 2006
As at the date of this announcement, the executive Directors are Yau Tak Wah, Paul, Louie Mei Po, Wong Shin Ling, Irene

and Tam Wing Kin and the independent non-executive Directors are Ng Wai Hung, Cheung Chung Leung, Richard and Wu
Wang Li.

Please also refer to the published version of this announcement in The Standard.
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The Beard of Directors (the “Board™ of Tomorrow International Holdings Limtted (1he
“Company’} is pleased 10 announce the unaudited consolidated results of the Company and its
subsidiaries (collectively called the “Group™) for the six months ended 30 June 2006 with

comparative figures as follows:

CONDENSED CONSOLIDATED INCOME STATEMENT

Six months ended 30 June

2006 2005
Notes HK$'000 HK$ 000
(unaudited) (unaudited)
Turnover 3 242,483 289,964
Cast of sales (209,068) (252,017)
Gross profit 33,415 37.947
Other revenuc 12,431 11,740
Gain on disposal of interest in subsidiaries - 43122
Selling and distribudion costs {5,505) {11.763)
Administrative expenses (42,742) (48.797)
Orher aperating expenses - (134)
{Loss)/profit from operating zctivities 4 (2,401) 32,115
Share of profits less losses of associates - 1,524
(Loss)/profit before axation (2,401) 33,639
Taxation 5 (268) 198
(Loss)/profit for the period (2,669) 33.837
Attributable o
Sharcholders of the Company 474 37.066
Minority intcrests (3,143) (3.229
(2,669) 33,837
Earnings per share 6
Basic 0.45 cent 39.47 cents
Diluted N/A N/A
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CONDENSED CONSOLIDATED BALANCE SHEET

As at
30 June 31 December
2000 2005
Nates HK$'000 HKS$'000
{unaudited) (audited)
ASSETS
Non-current asscts
Property, plant and equipment 94,509 103,178
Leaschold land and land use rights 10,182 100,307
Lnvestment properties 7,100 28750
Interests in associates 156,892 156,892
Prepaid rental 1,535 1.903
Deferred product development cosis 7,387 6.819
Available-for-sale financial assets 30,488 27.364
Loans receivable 2,212 1,000
310,305 336.213
Curreny assets )
Cash and cash equivalents 609,629 396,775
Properties held for sale - 6,200
Financial assets ar fair value through profit and loss 6,167 2,465
lnventories 066,412 67.540
Accounts receivables 7 67,534 62.892
Loans receivable 8,679 6,046
Interest receivable on loans 24 12
Prepayments, deposits and other receivables 33,439 52,720
791,884 594,650
LIABILITIES
Current ltabilitics
Accounts payables 8 71,610 71,658
Other pavables and accruals 40,750 40,017
Tax payable 19,125 20,369
131,485 132,044
Net current assets 660,399 462,606
Total assets less current liabilities 970,704 798,819




CONDENSED CONSOLIDATED BALANCE SHEET {continued)

Interim Roosoey

As at
30 June 31 December
2006 2005
Notes HK$’000 HK$'000
(unaundited) {audited)
Non-current liabilities

Provision for long service payments 570 570
Deferred tax liabilities 2,053 2,053
2,623 2,623
NET ASSETS 968,081 796,196

CAPITAL AND RESERVES
Issued capital 9 8,991 2,861
Reserves 950,150 781,252
Equity attributable to equity holders of the Company 959,141 784.113
Minority interests 8,940 12,083
TOTAL EQUITY 968,081 796,196
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN
SHAREHOLDERS’ EQUITY

For the six months ended 30 June 2006 (unaudired)

Arributsble s sbarehoklers of the Company
Reviliaton
seserwe for
avaibable-
Exchange Cagied  Progeny sk
apil  premium mere feene swpls e mene et ofis Totd  intorests equity
WRSO00 MO0 HKSORG  HKSOOL  MKSU0  HKSHO  MWS00  HNSooe  MKSG0  HKSOO  HKSOM  HKSWR
A1 araury 06 2860 20055 (103N} 801 283208 77 6 15620 282015 T7RAILD 12083 7969
Increase in fair vadue of
avalble-for-sile
Snarcal zses - - - - - B - M - M - M
Exchurge mafignement - - {16) - - - - - - {16) - (i6)
Mt gains and kosses not R
recogriscd in the icome
sizemerts TEGL  M0055 (1,847) BG1 283208 7 6 1874 282015 T7ET.L2I 12083 TS0
swe of shares 3576 169.853 - - - - - - - 173429 - 173429
Expenses for e of thams - 983 - - - - - - - (198 - L583)
Bonus shares 255 (1554) - - - - - - - - - -
Net profitflos) or
the period - - - - - - - - 474 76 (3143)  (%669)
B L0 968081

A0 are 006 8991 365872 (L,Md7) B0l 283,208 bl 6 18744 282489




CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN

SHAREHOLDERS’ EQUITY (continued)

For the six months ended 30 June 2005 (unaudited)

Anibutable to sharcholders of the Company

Reziton

rerve for
wailable-
Fachange Cipial  Popry forstle
Share Sur  funwion  Capid Coombured  mdempéon  mhwton  fruncl Renained Menority Tl
cpial  premium ’XNT RNt surphus Teserve Tene e prafiss Tou  intoes equity
HESOO0  HES000  HKSO00  HES000  HKS900  HES000  HKSO00  HKS'00  HKS000  HKS000  HR$000  HK$00
Ar | [anuary 2005 1861 20055 1942 801 233208 77 307 - 38 TN 20X 78065
ncreasc in air vahue of
avadible for-sale
firancia] assers - - - - - - - 9529 - 5,525 - 9,519
et proft { s} he pennd - - - - - - - - 06 30ch (3229) 33aW
Au 30 June 2005 200.5% 1.941 809,525 17907 8174312

2861

& 283208 7 307 9.529

30244
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT

Six moaths ended 30 June

2006 2005

HK$'000 HK$'000

(unaudited) (unaudited}
Net cash inflow/(outflow) gencrated from opcrations 11,445 {59,059
Net cash inflow/(outflow) from investing activities 29,963 (9.876)
Nert cash inflow from financing acuivities 171,446 -

NET INCREASE/(DECREASE) IN CASH AND CASH

EQUIVALENTS 212,854 (68.935)
Cash and cash equivalents at beginning of period 396,775 397,146

CASH AND CASH EQUIVALENTS AT END OF PERIOD 609,629 328.211




Notes:
1 Basis of preparation
The interim financial statements are unaudited but have been reviewed by the Audit Committee.

The condensed consolidated interim financial statements have heen prepared in accordance with the
applicable disclasure requirements of Appendix 16 e The Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing Rules”) and with the Hong Kong Accounting Standaed
{("HKAS") 34 “[nierim Financial Reporting” issued by the Hong Kong Institure of Certified Public
Accountants {“HKICPA™),

The condensed consalidared financial starements should be cead in conjunctien with the 2005 annual
financial statements.

The accounting policies and basis of preparation used in the preparation of the interim financial staremencs
are consistent with those used in the annual financial starements for the year ended 31 December 2005.

In the current period, the Group has applied, for the first time, a number of new standards, amendments
and interpretations ("new HKFRSs™) issued by the HKICPA than are cffective for #ccounting periods
beginning on ur after | January 2006. The aduption of the new HKEFRSs has had no material effect on how
the resules for the carrent or prior accounting pesiods are prepared.

The Group has not applied any new standards or interpretation thar is not ver effective for the current
accounting period. The Group has already commenced an assessment of the impact of these new standards
and interpretations but is not yet in a position to state whether they would significandy impact on its results
uf aperations and financial posizion,

2z Principal activities
During the period, the principal activities of the Group cansisted of the design, development. manufacture
and sale of electronic products, the manufacture and szle of princed cireuit boards {*PCR, the trading and
distribution of electronic companents and pars, the trading of listed equity investmems and the provision
of loan financing. With the disposal of majority interest in Swank Internarional Manufacturing Company
Limited {“Swank”) in year 2005, the business of the manufacruring and sile of optical products ceased o be
consolidated.

3 Business segment information
The Group's operating businesses are classified as follows:
(a) the electronic products segment consists of the manufacture and sale of electronic products;

{b) TPCBs segment consists of the manuficture and sale of PCBs;

() the electranic companents and parts segment consists of the trading and distribution of electronic
components and paris;

(d) the listed equity investments segment consists of the trading of fisted equity investments: and
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3 Business segment information (continaed)
{e) the provision of finance segment consists of the provision of loan financing services.

‘Turnover represents the invoiced value of goods sold, net of returns and allowances, the proceeds from sale
ol listed equity investments and interest income from the provision of loan financing,

The following table presents revenues and results for the Group’s business segments.

Business segments information
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(Loss)/profit from operating activitics
The Group's (loss)profit from operating activitics is arrived at after charging/{crediting}:

Six months ended 30 June

2006 2005

HK$'000 HK$'000

{unandited) {unaudited)

Depreciation 11,726 15,479
Amortisation of prepaid renral 368 . 368
Amertisation of deferred product development costs 929 805
Net gain on disposal of investment properties - {1.406)
Net gain on disposal of listed equity investments {3.467) {123)
Unrealised holding loss of listed equity investments 817 176
Provision against inveniories 1,216 2,061
Bank interest income (8,372) (2,606)

Taxation

Hong Kong profits 1ax has been provided ar the rate of 17.5% (2005: 17.5%) on the estimated assessable

profit arising in Hong Kong during the period.

Six months ended 30 June

2006 2005

HK$'000 HKS 000

(unaudired) {unaudired}

Group:

Hang Keng 45 361
Mainland China 223 244
268 "60s
Deferted 1ax - (803)
Toral tax charge for the period 268 (198)

Earnings per share

The caleulation of basic earnings per share is based on the profit atrributable 1o shareholders of the
Company for the period of HKS$474,000 (2005: HK$37,066.000) and the weighted average of 105,469,162
(2005: 93.900,769) shatcs in issue during the period. Diluted earnings per share has not been disclosed, as
there is ne outstanding share option for the two periods ended 30 June 2006.

The comparative basic carnings per share amounts have been adjusted to reflect the open offer, the bonus
issue and the share consolidation as further detailed in note 9 ro the financial siztements.
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7  Accounts receivables

The aged analysis of the Group’s accounts receivable is as follows:

As at

30 June 31 December

2006 2005

HKS$000 HK$'000

{unaudited) (audited)

Current to three months 54,054 48,196
Four to six months 1,111 106
Seven months to ene year 1,192 943
Over one year 17,388 19,824
73,745 69,069
Provision (6,211) {6,177)
67,534 62,892

"The normal credit period granted by the Group to customers ranges from 30 days to 120 days.

8  Accounts payables

The aged analysis of the Group’s accounts payable is as follows:

As at

30 June 31 December
2006 2Q05
HK$’000 HK$ 000
(unaudited) (audited)
Current 1o three months 49,103 46,809
Four to six months 13,564 12,189
Seven months to one year 4,864 6,629
Over one year 4,079 6,031

71,610

71,658
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Share capital
During the period, the movement of share capital of the Company was as follows:

Pursuant to the circular dated 28 April 2006, ordinary resolutions for the open offer, the bonus issue and the
share consolidation werc passed in the special general meeting of the Company held on 30 May 2006. As
the open offer became unconditional on 20 June 2006, the number of issued share capiral increased from
286,068,644 shares 10 899,072,804 shares at HK$0.01 cach by issuing 357,585,805 offer shares and
255,418,355 bonus shares. On 21 June 2006, the share consolidation became effective. every 4 shares of the
Company was consolidated into 1 consolidared share at HK$0.04 each. Then, the number of issued share
capital of the Company became 224,768,201 shares a1 HK$0.04 cach.

The summary of the captioned share capiral movement is as follows:

Number of

issued shares Share Capital

(HK$'000)

As at 1 January 2006, a1 HK$0.01 each 286,068,044 2.861

Issue of shares a1t HK$0.01 each by the open offer 357.585.805 3.576

Issuc of shares a1t HK$0.01 each by the bonus issue 255,418,355 2,554

Before share consolidation at HK$0.01 each 899,072,804 8,991
After share consolidation of 4 issued shares at HK$ 0.01

cach into 1 consolidated share at HK$0.04 each 224,768,201 8,991

As at 30 June 2006
No. of shares

{in thousand) HK$000
Authorised:
Ordinary shares of HK$0.04 each 12,500,000 500,000
Issued and fully paid:
At beginning of pcrind {at HK30.01 each) 286,069 2,861

and at end of period (at HK$0.04 each) 224,768 8,991
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10 Connccted and related party wransactions

{1) On 8 March 2006, the Company announced 10 raise approximately HK$173.4 million by way of an
open offer by issuing 357,585,805 offer shares ac a price of HK$0.485 per offer share. Winspark
Venture Limited (*Winspatk™. the major shareholder of the Company. undertook not ro dispose its
own 175,803,363 sharcs and to accept its full cntittement of 219,754,200 offer shares and to
underwrite the balance of 137,831,605 offer shares not taken up by the qualifying sharcholders. An
underwriting agreement was signed beiween Winspark and the Company on 8 March 2006. Pursuant
to the underwriting agreement, the Company paid an underwriting commission at 2.5% of the
aggregate subscription price of the number of offer shares underwrirten by Winspark.

Such underwriting arrangement constituted a conncction transaction of the Company and since the
aggregate consideracion under the underwriting agreement (being the aggregate of the maximum
amount of the subscription price for the underwritten shares payable by Winspark and the maximum

amount of the underwriting commission receivable by Winspark) was more than 25% of the applicable

percentage ratios, the underwriting agreement therefore was subject to approval by the independent
‘ sharcholders under Rule 14A.17 of the Listing Rules. The underwriting agreement was approved en the
special general meeting held on 30 May 2006.

(2) In addition, the Group had cerain banking facilities, with a wotal limit of HK$45.0 million (31

‘ December 2005: HK$15.0 million), which were used by a wholly-owned subsidiary of the Group.

‘ HK$!15.0 million banking facilities were sccured by corporate guarantees exccuted by E-Top and

Plentiful Lighe Limited, both of them are 57% owned subsidiaries of the Grbup. and certain whaolly-

owned subsidiaries of the Group, and ceriain leasehold land and buildings of the Group with net book

value of HK$21.2 million. HK$30.0 million banking facilities were secured by corporate guarantees
exccuted by the Company and certain wholly-owned subsidiaries of the Group.

11 Contingent liabilities

Company as at

30 June 31 December

2006 . 2005

. HK$'000 HK$'000
(unaudited) (audited)

.- . Guarantee of banking facilities )
granted to subsidiarics 45,000 15,300
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INTERIM DIVIDENDS

The Board has resolved that no interim dividend will be declared in respect of the six months ended
30 June 2006 (2005 : Nil).

MANAGEMENT DISCUSSION AND ANALYSIS

RESULTS AND BUSINESS REVIEW

Turnover of the Group for the six months ended 30 June 2006 was HK$242.5 million as compared
with HK$290.0 million for the same period last year.

L.oss before taxation for the current period was HK$2.4 million (2005: profit HK$33.6 million).

Turnaver of Electronics Product Division for the period under review was HK$162.3 million (2005:
HK$172.3 million), decreased by 6% compared 10 that of year 2005. The marker competiton
remained fierce and pricing pressure weighed on the performance of the division. A drop in selling
price also occurred in the business of production of lithium rechargeable battery parts. This sub-
division, however, managed to maintain a sales volume at more or less the same level as previously
and made a profic contribution 1o the Group. Despite these negative impacts, the division still
managed to sustain only a slight drop in gross profit ratio by less than 0.3%. Segmenral profit was
HKS$1.5 million (2005: HKS$6.7 million).

With more resources invested in research and developmenrt and purchase and material control
departments in year 2005, the division has been in the progress of aligning resources and operations
flow amongst departments and better result is expected within dme,

For the manufacture and sale of PCBs, turnover was HK$50.4 million {2005: HK$50.0 milkion)
being approximately the same as that of last year. With newly invested capiral expenditure, the
division benefited by diverting more efforts 1o serving quality customers who could contribute
higher profic margin, However, rising of material costs, especially copper, gold and other heavy
metals eroded the profic margin and the PCBs business sustained a loss of HK$6.9 million (2005:
loss HK$7.5 million}.

Turnover of trading of listed equity investments amounted 1o HK$29.6 million (2005: HKS$3.9
million), with segmental profit of HK$0.6 million (2005: loss HK$1.7 million).

Loan financing business was not active during the period. Segmental loss amounted to HK$3.9
million {2005: loss HK$2.5 million). In relation o the loan to Moulin Global Eyecare Heldings
Limited, legal proceedings are still in progress and the Board will make announcement in due

<ourse.

i3




14 [Tomorrow International Holdings | imiwd

CORPORATE MOVE

The Company sough investment projects to diversify its business portfolio actively. In view of the
robust economic growth and increasing commercial activities, the Board would like 1o capture the
opportunity and believe that making investment projects would bring about rewarding return to the
Company and the sharcholders as a whole,

On 8 March 2006, the Company announced, amongst others, an open offer, a bonus issue and a
share consolidation. The Company intended to raise approximately HK$173.4 million, before
expenses. to facilitate the continual development and daily operation of the Group whilst allowing
the Group to invest in any potential investment projects when such opportunities arise, by issuing
357,585,805 offer shares at a price of HK$0.485 per offer share by way of an open offer on the basis
of § offer shares for every 4 existing share held on the record date (the “Open Offer”}. The registered
holders of fully paid offer shares would be issued 5 bonus shares for every 7 fully paid offer shares
{the “Bonus Issue™). Upon completion of the Open Offer and the Bonus lssue, every 4 shares would
be consolidated into 1 consolidated share (the “Share Consolidation”).

The Company received 30 valid applications for 334,859,365 offer shares, representing approximately
93.64% of the toral number of 357,585,805 offer shares available for subscription under the Open
Offer. As the Open Offer was under-subscribed, being the underwriter of the Open Offer, Winspark
Venture Limited (“Winspark™), the major sharcholder of the Company, was obliged to subscribe for
andfor procure subscription for the remaining balance of 22,726,440 offer shares. The aggregate
shareholding of Winspark in the Company therefore increased from approximately 61.45% to
65.79% immediately following completion of the Open Offer and the Bonus lssue. The Open Offer
became unconditional and the Share Consalidation was effective on 20 June 2006 and 21 June 2006
respectively.

The Company is now exploring but has not yet earmarked any suitable investment opporrunities.
The net proceeds from the Open Offer was deposited in bank as time deposit.

FUTURE OUTLOOK

Looking forward, wireless application and radio-irequency products are our direction for
development. The Board expects this target muarket will be less price-sensitive and competitive. As
more stringent environmental regularions will come into effect, the Group realises it would be an
opportunity and believes it would gradually eliminate competitors with less-equipped and quality-
oriented in producing products which conform with 1he relevant requirements.

It is expected that in the second half of year 2006, the PCBs division will continue 10 focus on sales
orders with higher profit margin and to shift the burden of increase in material cost to cuscomers.

[ future, the Group will focus on investments with core businesses which are PRC based and may
allacate appropriate resources in subscribing for initizl public offerings shares of companies with
sound fundamental and prospect.




LIQUIDITY AND FINANCIAL REVIEW

As at 30 June 2006, cash and bank balances (including time deposits) maintained by the Group
were HK$609.6 million, representing an increase of HK$212.8 million compared with the position
as at 31 December 2003, In additien, the Group has available banking facilities of HK$45.0
million. It is believed that the Group has adequate cash resources to meet the normal working
capital requirements and all commitments for future development. The gearing of the Group,
measured as total debes to 1otal assets, was 12.2% as at 30 June 2006, comparing with 14.5% as at
31 December 2005,

Most of the business transactions conducted by the Group were nominated in Hong Kong Dollars,
United States Dollars and Renminbi. As at 30 June 2006, there were no outstanding forward
contracts in foreign currency committed by the Group that might involve it in significant foreign
exchange risks and exposures.

HUMAN RESOURCES

As at 30 June 2006, the Group employed approximately 2,760 employees, with about 2,675 in the
Mainland China and about 85 in Hong Kong. All employees are remuncrated based on industry
practice and in accordance with the prevailing labour law. In Hong Kong, apart from basic salary,
staff benefits include medical insurance, performance related bonuses and mandatory provident
fund would be provided by the Group.

DIRECTORS' INTEREST IN SHARES AND UNDERLYING SHARES

As ar 30 June 2006, the interests of the directors in the shares and underlying shares of the
Company and its associated corporations as recorded in the register maintained by the Company
pursuant to section 352 of the Securities and Furures Ordinance (*SFO”) or notified 10 the
Company pursuant to the Model Code for Securities Transactions by Directors of Listed Companies
(the “Medel Code™) were as follows:

{a) Directors’ interest in shares

Nature of Number of
Name of Director Note interest shares
Mr. Yau Tak Wah, Paul 1 Corporate 200.000
Ms. Louie Mei Io Personal 1,178,571

Note:

1. These shares were held through Pacific Shore Profits Limited, a company beneficially owned by Mz Yau
Tak Wah, Paul.
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SHARE OPTION SCHEME

As at 30 June 2006, the Company has no share options owtstanding,

SUBSTANTIAL SHAREHOLDERS

As at 30 June 2006, according 10 the register of interest in shares and short positions required to be

kept by the Company under section 336 of the SFO, the Company has heen notified that the
following shareholder was interested in 5% or more of the share capital of the Company.

Number of Approximate
Name of Shareholder Note Ordinary Shares Percentage
Winspark Venture Limited 1 147.871.114 65.79%

Note:
1. The entire issued share capital of Winspark Venture Limited is beneficially owned by Mr. Chan Yuen Ming.

Saved as disclosed above, the directors of the Company are not aware of any person who s, directly
or indirectly, interested in 5% or more of the issued share capital of the Company, has short
positions in the share or underlying shares or has any rights to subscribe for shares in respect of such
capital.

PURCHASE, SALE OR REDEMPTION OF SECURITIES

During the period, neither the Company nor any of its subsidiaries purchased. sold or redecmed any
of the Company’s listed securities, '

DIRECTORS

As at the date of this interim report, the Board comprises of seven directors, of which four are
exceutive directors, namely Mr, Yau Tak Wah, Paul, Ms. Louic Mei P'o, Ms Wong Shin Ling, lrene,
and Mr. Tam Wing Kin and three independent non-executive directors, namely Mr, Ng Wai Hung,
Mr. Cheung Chuny Leung, Richard and Mr. Wu Wang Li.




CORPORATE GOVERNANCE

Throughout the six monchs ended 30 June 2006, saved as the following deviations, the Company
has complied with the Code of Corporate Governance Pracrices (the “Code”) as set our in Appendix
14 of the Listing Rules.

The remuneration committee will be established and is primarily of making recommendation to the
Board on the remuneration policy for all director and senior management. Meanwhile, the Board
conducis an informal assessmend of the individual direcror’s contribution so that no director decides
his or her own remuneration and their remuneration has been relatively stable in the past years. All
employees are remunerated based on industry practice and in accordance with the prevailing labour
law. The Board is in the process of reviewing and formulating its terms of reference in accordance
with the Code.

Code Provision A2.1 stipulated that the role of chairman and chief executive officer should be
separated and should nor be performed by the same individual.

The Company does not appoint chief execurive officer. In view of the existing structure of the Board
and the operation of the Group, the Board believes that the present structure of the Board will
provide a strong leadership for the Group to implement prompr decisions and to formulate efficient
strategies, which is for benefits of the Group. Mereover. the day-to-day operation of the Group’s
businesses are shared among those exccutive directars and the management of the Company.
Therefore, there should be a clear division of the responsibilities ar the board level to ensure a
balance of power and autherity, so that pawer is not concentrated in any one individual,

Code Provision A4.1 stipulated that non-executive directors should be appointed for a specific term.
subject to re-election.

During the period, two independent non-executive directors of the Company, namely Mr. Ng Wai
Hung and Mr. Cheung Chung Leung, Richard, are not appointed for any specific fised term and
one independent non-executive dircctor, Mr, Wu Wang Li, is appointed for the term of one year
from 27 September 2005,

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS OF
LISTED ISSUERS

The Company has adopted the Code as set out in Appendix of the Listing Rules as the code of
conducr regarding directors’ securities transactions. The Company has made specific enquiry of all
directors whether the directors have complied with the required standard set out in the Code
regarding dircctors’ securities transactions and all directors confirmed thar they have complied with

the Code.
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AUDIT COMMITTEE REVIEW

The 2006 interim report has been reviewed by the Company's Audit Committee which comprises
three independent non-executive directors.

By Order of the Board
Yau Tak Wah, Paul
Chairman

Hong Kong, 22 September, 2006
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Tomorrow International Holdings Limited

(incorporated in Bermuda with limited liability)

(Stock Code: 0760)

2006 INTERIM RESULTS ANNOUNCEMENT

The Board of Directors (the “Board”) of Tomorrow International Holdings Limited (the “Company”} is pleased to
announce the unaudited consolidated results of the Company and its subsidiaries (collectively called the “Group”)
for the six months ended 30 June 2006 with comparative figures as follows:

CONDENSED CONSOLIDATED INCOME STATEMENT

Turnover
Cost of sales

Gross profit

Other revenue

Gain on disposal of interest in subsidiaries
Selling and distribution costs
Administrative expenses

Other operating expenses

(Loss)/profit from operating activities
Share of profits less losses of associates

(Loss)/profit before taxation
Taxation

(Loss)/profit for the period

Adttributable to:
Shareholders of the Company
Minority interests

Earnings per share
Basic

Diluted

Six months ended 30 June

2006 2005
Notes HKS$'000 HK$'000
(unaudited) {unaudited)
3 242,483 289,964
(209,068) (252,017)
33,415 37,947
12,431 11,740
- 43,122
(5,505) (11,763)
(42,742) (48,797)
- (134)
4 (2,401) 32,115
- 1,524
(2,401) 33,639
5 (268) 198
' (2,669) 33,837
474 37,066
(3,143) (3,229)
(2,669) 33,837
6
0.45 cent 3947 cents

N/A N/A




ASSETS

Non-current assets

Property, plant and equipment
Leasehold land and land use rights
Investment properties

Interests in asseciates

Prepaid rental

Deferred product development costs
Available-for-sale financial assets
Loans receivable

Current assets

Cash and cash equivalents

Properties held for sale

Financial assets at fair value through profit and loss
Inventories

Accounts receivables

Loans receivable

Interest recetvable on loans

Prepayments, deposits and other receivables

LIABILITIES

Current liabilities
Accounts payables

Other payables and accruals
Tax payable

Net current assets

Total assets less current liabilities

Non-current liabilities
Provision for long service payments
Deferred tax labilities

NET ASSETS

CAPITAL AND RESERVES
Issued capital
Reserves

Equity attributable to equity holders of the Company
Minority interests

TOTAL EQUITY

AS al

30 June 31 December
2006 2005

Notes HKS'000 HKS'000
{unaudited) (audited)
94,509 103,178
10,182 10,307
7,100 28,750
156,892 156,892
1,535 1,903

7,387 6,819
30,488 27,364
2,212 1,000
310,305 336,213
609,629 396,775

- 6,200

6,167 2,465
66,412 67,540

7 67,534 62,892
8,679 6,046

24 12

33,439 52,720
791,884 594,650

8 71,610 71,658
40,750 40,017
19,125 20,369
131,485 132,044
660,399 462,606
970,704 798,819

570 570

2,053 2,053

2,623 2,623
968,081 796,196
8,991 2,861
950,150 781,252
959,141 784,113
8,940 12,083
968,081 796,196
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The interim firancial statements are unaudited but have been reviewed by the Audit Committee.

The condensed consolidated interim financial statements have been prepared in accordance with the applicable disclosure requirements of
Appendix 16 to The Rules Governing the Listing of Sccurities on The Stock Exchange of Hong Kong Limited (the “Listing Rules™) and
with the Hong Kong Accounting Standard (“HKAS") 34 “Interim Financial Reporting™ issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA™).

The condensed consolidated financial statements should be read in conjunction with the 2005 annual financial statements,

The accounting policies and basis of preparation used in the preparation of the interim firancial statements are consistent with those used
in the annual financial statements for the year ended 31 December 2005.

In the current period, the Group has applied, for the first time, a nwnber of new standards, amendments and interpretations (“new
HKFRSs") issued by the HKICPA that are effective for accounting periods beginning on or after | January 2006. The adoption of the new
HKFRSs has had no material effect on how the results for the current or prior accounting periods are prepared.

The Group lLas not applied any new standards or interpretation that is not yet effective for the current accounting period. The Group has
already commenced an assessment of the impact of these new standards and interpretations but is not yet in a posttion to state whether
they would significantly impact on its results of operations and financial position.

Principal activities

During the pertod, the principal activities of the Group consisted of the design, development, manufacture and sale of electronic products,
the manufacture and sale of printed circuit boards (“PCBs"), the trading and distribution of clectronic components and parts, the trading
of listed equity investments and the provision of loan financing. With the disposal of majority interest in Swank International
Manufacturing Company Limited (“Swank™) in year 2005, the business of the manufacturing ard sale of optical products ceased to be
consolidated.

Business segment information

The Group's operating businesses are classified as follows:

(a) the electronic products segment consists of the manufacture and sale of electronic produets;

(b} PCBs segment consists of the manufacture and sale of PCBs;

(c) the electronic components and parts segment consists of the trading and distribution of electronic compoenents and parts;

(d} the listed equity investments segment consists of the trading of listed equity investments: and

(e) the provision of finance segment consists of the provision of loan financing services,

Turnover represents the invoiced value of goods sold, net of returns and allowances, the proceeds from sale of listed equity investments
and interest income from the provision of loan financing.
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Electronic products PR Eleetronic components & parssListed equity imestments  Provision of finanee Opfieat preduets Elminations Consalidated
Sit moathy Stz month Six months Sit moaiy Six menthy §it onths Six months Sir meonths
raded W Jane raded 38 June inded 3 Jane ended 1 June ded 34 Jme ] 30 Jone rnded 1 Jue eaded 30 Jooe

008 2003 2008 1005 wes 005 1006 005 MOE 2008 006 2005 M6 005 2006 2003
HESS00 HESYC NRSOOF HKSO00 HESGO0 HKSOO0 AKSWO0 AKSUX HACOM HKVOM HRS'®NM HKS000 HAT'W00 BKIO000 HRS00)  HESU
(onaudited) (unsadiled) {unaudited) (unavdied) (unandited) {unaodied) (wnaadited) (waweied) (anaodited) (unzudived) (unaudited) (unzndied) (anandited) (unaudred) (onandited) fenzudited)

Segment revenues:

Safes to eviernal customers 162294 172328 040 4999 - - W 3.50% 18 u: - 630 - - NMB O

Ineet-segment sales - - - - B W - - i 1932 - - 489 3L - -

Qiher revennes (32 S TS N ¥ || S 1 3 - § 13 14 - - - 3B - - BH s

Total 13367 173889 59 LT a1 e 19 157 L] 1154 - GAASS B3 (LTS MG 23H

Segraent ezslls 1519 [REEE (%31} TR 1Y 15 (313) 33 (LD 8y (358) - 5N {49 - 076 936k
nterest, dividend icome and unallocated gams 8831 3380
CGin on disposal of interest in subsicaries - BIE

Unallocated expenses {1489)  (6,30T)
(Lossypeofis from operating activices x40y LS

Share of profits less losses of associates - 15

(Lassyprafit before taxation {14H) 35635
Tron {268 198
{Loss)rofitfor the period (608 31817

{Loss)/profit from operating activities
The Group's {loss)/profit from operating activities is arrived at after charging/(crediting):

Six months ended 30 June

2006 2005
HK3'060 HKS$'000
(unaudited) (unaudited)
Depreciation 1t,726 15,479
Amortisation of prepaid rental 368 368
Amortisation of deferred product development costs 929 805
Net gain on disposal of investment properties - (1,406}
Net gain on disposal of listed equity investments (3,467) (123)
Unrealised holding loss of listed equity investments 817 176
Provision against inventaries 1,216 2,06t
Bark interest income 8,372) (2,606)
Taxation

Hong Kong profits tax has been provided at the rate of 17.5% (2005: 17.5%) on the estimated assessable profit arising in Hong Kong
during the period.

Six months ended 30 June

2006 2005
HK3000 HKS 000
(unaudited) (unaudited)
Group:

Hong Kong 45 361
Mainland China 223 244
268 6035

Deferred tax - (803)
Total tax charge for the period 268 (198)
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HKS474.000 (2005; HKS$37,066,000) and the weighted average of 105,469,162 (2003; 93,900,769) shares in issuc during the period.
Diluted earnings per share has nat been disclosed. as there is no cutstanding share option for the two periods ended 30 June 2006.

The comparative basic earnings per share amounts have been adjusted to reflect the open offer, the bonus issue and the share
consolidation as further detailed in the section of Corporate Move of this announcement.

7 Accounts receivables

The aged analysis of the Group’s accounts reccivable is as follows:

As at
30 June 31 December
2006 2005
HKS’000 HK3'000
{unaudited) (audited)
Current to three months 54,054 43,196
Four to six months 1,111 106
Seven months to one ycar 1,192 943
Over one year 17.388 16,324
73,745 69.069
Provision (6,211) 6,177)
67,534 62,892
The normal credit period granted by the Group to customers rauges from 30 days to 120 days.
8 Accounts payables
The aged analysis of the Group’s accounts payable is as follows:
As at
10 June 31 December
2006 2005
HKS'098 HKS'000
(unaudited) (audited)
Current to three months 49,103 46,809
Four to six months 13,564 12,189
Seven months to one year 4,864 6,629
Over one year 4,079 6,031
71,610 71,658

INTERIM DIVIDENDS

The Board has resolved that no interim dividend will be declared in respect of the six months ended 30 June 2006
(2005 : Nib).

MANAGEMENT DISCUSSION AND ANALYSIS
Results and Business Review

Turnover of the Group for the six months ended 30 June 2006 was HK$242.5 million as compared with HK$290.0
million for the same period last year.

Loss before taxation for the current period was HK$2.4 million (2005: profit HK$33.6 million),

Turnover of Electronics Product Division for the period under review was HK$162.3 million (2005: HK$172.3
million), decreased by 6% compared to that of year 2005. The market competition remained fierce and pricing
pressure weighed on the performance of the division. A drop in sclling price also occurred in the business of
production of lithium rechargeable battery parts. This sub-division, however, managed to maintain a sales volume
at more or less the same level as previously and made a profit contribution to the Group. Despite these negative
impacts, the division still managed to sustain only a slight drop in gross profit ratio by less than 0.3%. Segmental
profit was HK$1.5 million (2005: HK$6.7 million).

With more resources invested in research and development and purchase and material control departments in year
20035, the division has becn in the progress of aligning resources and operations flow amongst departments and
better result is expected within time.




d.i\:'crting more efforts to serving quality‘éﬁsfoﬁéfé wholcouldcor;tnbrutehlghc;r[;roflt' rr;-e;rgin. However, rising of
matcerial costs, especially copper, gold and other heavy metals eroded the profit margin and the PCBs business
sustained a loss of HK$6.9 million (2005: loss HK$7.5 million).

Turnover of trading of listed equity investments amounted to HK$29.6 miltion (2005: HK$3.9 million), with
segmental profit of HK$0.6 million (2005: loss HK$1.7 million).

Loan financing business was not active during the period. Segmental loss amounted to HK$3.9 million (2005: loss
HKS$2.5 million). In relation to the loan to Moulin Global Eyecare Holdings Limited, legal proceedings are still in
progress and the Board will make announcement in due course.

Corporate Move

The Company sough investment projects to diversify its business portfolio actively. In view of the robust economic
growth and increasing commercial activities, the Board would like to capture the opportunity and believe that
making investment projects would bring about rewarding return to the Company and the shareholders as a whole.

On 8 March 2006, the Company announced, amongst others, an open offer, a bonus issue and a share
consolidation. The Company intended to raise approximately HKS$173.4 million, before expenses, to facilitate the
continual development and daily opcration of the Group whilst allowing the Group to invest in any potential
investment projects when such opportunities arise, by tssuing 357,585,805 offer shares at a price of HK$0.485 per
offer share by way of an open offer on the basis of 5 offer shares for every 4 existing share held on the record date
(the “Open Offer”). The registered holders of fully paid offer shares would be issued 5 bonus shares for every 7
fully paid offer shares (the “Bonus Issue™). Upon completion of the Open Offer and the Bonus Issue, every 4
shares would be consolidated into | consolidated share (the “*Share Consolidation™).

The Company received 30 vahid applications for 334,859,365 offer shares, representing approximately 93.64% of
the total number of 357,585,805 offer shares available for subscription under the Open Qffer. As the Open Offer
was under-subscribed, being the underwriter of the Open Offer, Winspark Venture Limited (“Winspark), the major
sharcholder of the Company, was obliged to subscribe for and/or procure subscription for the remaining batance of
22,726,440 offer shares. The aggregate shareholding of Winspark in the Company therefore increased from
approximately 61.45% to 65.79% immediately following completion of the Open Offer and the Bonus Issue. The
Open Offer became unconditional and the Share Consolidation was cffective on 20 June 2006 and 21 June 2006
respectively.

The Company is now exploring but has not yet earmarked any suitable investment opportunities. The net proceeds
from the Open Offer was deposited in bank as time deposit.

Future Outlook

Looking forward, wireless application and radio-frequency products are our direction for development. The Board
expects this target market will be less price-sensitive and competitive. As more stringent environmental regulations
will come into effect, the Group realises it would be an opportunity and believes it would gradually eliminate

competitors with less-equipped and quality-oriented in producing products which conform with the relevant
requirements.

It is expected that in the second half of year 2006, the PCBs division will continue to focus on sales orders with
higher profit margin and to shift the burden of increase in material cost to customers.

In future, the Group will focus on investments with core businesses which are PRC based and may allocate
appropriate resources in subscribing for initial public offerings shares of companies with sound fundamental and
prospect.

LIQUIDITY AND FINANCIAL REVIEW

As at 30 June 2006, cash and bank balances (including time deposits) maintained by the Group were HK$609.6
million, representing an increase of HKS$212.8 million compared with the position as at 31 December 2005. In
addition, the Group has available banking facilitics of HK$45.0 million. It is believed that the Group has adequate
cash resources to meet the normal working capital requirements and all commitments for future development. The
gearing of the Group, measured as total debts to total assets, was 12.2% as at 30 June 2006, comparing with 14.5%
as at 31 December 2005.

Most of the business transactions conducted by the Group were nominated in Hong Kong Dollars, United States
Dollars and Renminbi. As at 30 June 2006, there were no outstanding forward contracts in foreign currency
committed by the Group that might involve it in significant foreign exchange risks and exposures.

—6—




As at 30 June 20006, the Group employed approximately 2,700 employees, with about £,0 /72 10 e Avainland Laita
and about 85 in Hong Kong. All employees are remunerated based on industry practice and in accordance with the
prevailing labour law. In Hong Kong, apart from basic salary, staff benefits include medical insurance,
performance related bonuses and mandatory provident fund would be provided by the Group.

DIRECTORS’ INTEREST IN SHARES AND UNDERLYING SHARES

As at 30 June 2006, the interests of the directors in the shares and underlying shares of the Company and its
associated corporations as recorded in the register maintained by the Company pursuant to section 352 of the
Securities and Futures Ordinance (“SFO™) or notified to the Company pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies (the “Model Code™) were as follows:

(a) Directors’ interest in shares

Name of Director Note Nature of interest Number of shares
Mr. Yau Tak Wah, Paui ! Corporate 200,000

Ms. Louie Mei Po Personal 1,178,571

Note:

1. These shares were held through Pacific Shore Profits Limited, a company beneficially owned by Mr. Yau Tak Wah, Paul.
SHARE OPTION SCHEME
As at 30 June 2006, the Company has no share options outstanding.
SUBSTANTIAL SHAREHOLDERS

As at 30 June 2006, according to the register of interest in shares and short positions required to be kept by the
Company under section 336 of the SFO, the Company has been notified that the following shareholder was
interested in 5% or more of the share capital of the Company.

Number of Approximate
Name of Shareholder Note Ordinary Shares Percentage
Winspark Venture Limited 1 147,871,114 65.79%

Note:

1.  The entire issued share capital of Winspark Venture Limited s beneficially owned by Mr. Chan Yuen Ming.

Saved as disclosed above, the directors of the Company are not aware of any person who is, directly or indirectly,
interested in 5% or more of the issucd sharc capital of the Company, has short positions in the share or underlying
shares or has any rights to subscribe for shares in respect of such capital.

PURCHASE, SALE OR REDEMPTION OF SECURITIES

During the period, neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the
Company’s listed sccuritics.

DIRECTORS

As at the date of this interim result announcement, the Board comprises of seven directors, of which four are
executive directors, namely Mr. Yau Tak Wah, Paul, Ms. Louie Mei Po, Ms Wong Shin Ling, Irene, and Mr. Tam
Wing Kin and three independent non-cxecutive directors, namely Mr. Ng Wai Hung, Mr. Cheung Chung Leung,
Richard and Mr. Wu Wang Li.

CORPORATE GOVERNANCE

Throughout the six months ended 30 June 2006, saved as the following deviations, the Company has complied
with the Code of Corporate Governance Practices (the “Code”) as set out in Appendix 14 of the Listing Rules.

The remuneration committee will be established and is primarily of making recommendation to the Board on the
remuneration policy for all director and senior management. Meanwhite, the Board conducts an informal
assessment of the individual director’s contribution so that no director decides his or her own remuneration and
their remuneration has been relatively stable in the past years. All employees are remunerated based on industry
practice and in accordance with the prevailing labour law. The Board is in the process of reviewing and formulating
its terms of reference in accordance with the Code.



The Company docs not appoint chief executive officer. In view of the existing structure of the Board and the
operation of the Group, the Board believes that the present structure of the Board will provide a strong leadership
for the Group to implement prompt decisions and to formulate efficient strategies, which is for benefits of the
Group. Moreover, the day-to-day operation of the Group’s businesses are shared among those executive directors
and the management of the Company. Therefore, there should be a clear division of the responsibilities at the board
level to ensure a balance of power and authority, so that power is not concentrated in any one individual.

Code Provision A4.1 stipulated that non-executive directors should be appointed for a specific term, subject to re-
election.

During the period, two independent non-executive directors of the Company, namely Mr. Ng Wai Hung and Mr.
Cheung Chung Leung, Richard, are not appointed for any specific fixed term and one independent non-executive
director, Mr. Wu Wang Li, is appointed for the term of one year from 27 September 2005.

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS OF LISTED ISSUERS

The Company has adopted the Code as set out in Appendix of the Listing Rules as the code of conduct regarding
directors’ securitics transactions. The Company has made specific enquiry of all directors whether the directors
have complied with the required standard set out in the Code regarding directors’ securities transactions and all
directors confirmed that they have complied with the Code.

AUDIT COMMITTEE REVIEW

The 2006 interim result announcement has been reviewed by the Company’s Audit Committee which comprises
three independent non-executive directors.

PUBLICATION OF INTERIM RESULTS ON THE INTERNET WEBSITE OF THE STOCK EXCHANGE

The information required by paragraphs 46(1) to 46(6) of Appendix 16 to the Listing Rules will be published on
the Stock Exchange website in due course.

By Order of the Board
Yau Tak Wah, Paul
Chairman

Hong Kong, 22 September, 2006

Please also refer to the published version of this announcement in The Standard.
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The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes no
representation as to ils accuracy or completeness and expressly disclaims any liability whatsoever for any loss hewsoever arising
Jrom or in reliance upon the whole or uny part of the contents of this announcement.
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Tomorrow International Holdings Limited

(incorporated in Bermuda with limited liability)
(Stock Code: 0760)

OPEN OFFER OF 357,585,805 NEW SHARES
ON THE BASIS OF 5 OFFER SHARES FOR EVERY 4 EXISTING SHARES HELD
WITH 5 BONUS SHARES FOR EVERY 7 FULLY-PAID OFFER SHARES

RESULTS OF THE OPEN OFFER

The Directors announce that, up to 4:00 p.m. on Thursday, 15th June 2006, being the latest time for the
acceptance of and payment for the Offer Shares, the Company has received 30 valid applications for
334,859,365 Offer Shares, representing approximately 93.64% of the total number of 357,585,805 Offer
Shares available for subscription under the Open Offer.

As the Open Offer is under-subscribed, the Underwriter is obliged to subscribe for and/or procure
subscription for the remaining balance of 22,726,440 Offer Shares. The aggregate shareholding of the
Major Shareholder in the Company therefore increases from approximately 61.45% to 65.79%
immediately following completion of the Open Offer and the Bonus Issue.

The Open Offer has become unconditional on 20th June 2006.

References are made to the Company’s announcement dated 8th March 2006 and the prospectus dated 30th May
2006 (the “Prospectus”) regarding the Open Offer and the Bonus Issue. Capitalised terms used in this
announcement have the same meanings ascribed to them in the Prospectus unless the context otherwise requires.

RESULTS OF THE OPEN OFFER

The Directors announce that, up to 4:00 p.m. on Thursday, 15th June 2006, being the latest time for acceptance
of and payment for the Offer Shares, the Company has received 30 valid applications for 334,859,365 Offer
Shares, representing approximately 93.64% of the total number of 357,585,805 Offer Shares avatilable for
subscription under the Open Offer. One of the 30 valid applications was received from Winspark Venture
Limited, the Major Shareholder, which has applied for 219,754,200 Offer Shares provisionally aliotted to it in
compliance with the irrevocable undertaking given by it to the Company.

As the Open Offer is under-subscribed, the Underwriter is obliged to subscribe for and/or procure subscription
for the remaining balance of 22,726,440 Offer Shares in excess of its entitlement in accordance with the terms
of the Underwriting Agreement, representing approximately 6.36% of the total number of Offer Shares available
for subscription under the Open Offer.

The Open Offer has become unconditional on 20th June 2006. As all conditions of the Bonus Issue (including
the Open Offer becoming unconditional) have been fulfilled, the Bonus Shares will be issued and allotted as
described in the Prospectus.




SHAREHOLDING STRUCTURE OF THE COMPANY

To the best knowledge of the Company, immediately after comptetion of the Open Offer and the Bonus Issue
and the implementation of the Share Consolidation, the shareholding structure of the Company will be as
follows:
Immediately after completion
of the Open Offer
and the Bonus Issue
and the implementation

Existing shareholding of the Share Consolidation
Consolidated
Shares % Shares %
Major Shareholder 175,803,363 61.45 147,871,113 65.79
Interest of Directors (Note) 2,300,000 0.81 1,378,571 0.61
Public 107,965,281 37.74 75,518,517 33.60
Total 286,068,644 100.00 224,768,201 100.00

Note: The Directors are Mr. Yau Tak Wah and Miss Louie Mei Po

There is no outstanding derivatives, options, warrants and conversion rights or other similar rights which are
convertible or exchangeable into Shares as at the date of this announcement.

CERTIFICATES AND DEALINGS

The certificates for the Offer Shares and the Bonus Shares are expected to be dispatched on Wednesday, 21st
June 2006 to those Qualifying Shareholders who have accepted and paid for the Offer Shares at their own risk.

As the conditions of the Share Consolidation have been fulfilled (including completion of the Open Offer and
the issue of the Bonus Shares), the Share Consolidation is expected to become effective on 21st June 2006.
Accordingly, dealings in the Consolidated Shares (including those Consolidated Shares arising from the
consolidation of the Offer Shares and the Bonus Shares) are expected to commence on 21st June 2006.

By Order of the Board
Yau Tak Wah, Paul
Chairman
Hong Kong, 20th June 2006

As at the date of this announcement, the executive Direcrors are Yau Tak Wah, Paul, Louie Mei Po, Wong Shin Ling, Irene and Tam
Wing Kin and the independent non-executive Directors are Ng Wai Hung, Cheung Chung Leung, Richard and Wu Wang Li.

Please also refer to the published version of this announcement in The Standard.
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THIS PROSPECTUS IS IMPORTA

T AND REQUIRES YOUR IMMEDIATE ATTENTION

If vou are in any doubt shount this prospecius or as 1o the action 1o he taken. you should consult your stockbroker or ofher registered
deuler in securities. bank manager, solteitor. protessional accountant or other professional adviser.

IT you have sold or transferred all your shares in Tomorrow [nternational Holdings Limited (the “Company™), you should at once bhand
this prospectus and the accompanying form 1o the purchaser or transferee or o the bank, stockbroker or other agent through whom the sale
or transter was elfected for trunsmission o the purchaser or transleree.

A copy ol this prospectus and o copy of the provisional allotmem letter have been registered with the Registrar of Companics in Hong
Kong pursuant o Section 342C of the Companies Ondinance of Hong Kong. A copy of this prospectus and a copy of the provisional
allotient lener have also heen filed with the Registrar of Companies th Bermada in accordance with the requirememts of the Companics
Act P91 of Bermuda. The Sccurities and Futures Commission in Hong Kong. the Registrar of Companies in Hong Kong and the Registrar
of Companics in Bermuda take ne responsibility Tor the contents of any of these documents.

Subject to the granting of the Licting of. and permission to deal in, the Offer Shares (as defined herein) on The Stock Exchange ol Hong
Kong Limited {1he “Stock Exchange™, the Oflfer Shares will be aecepled as eligible seeurities by Hong Kong Securities Clearing Company
Limited ¢"HKSCC™) for deposit. clearance and senlemeat in the Central (.].::mna and Settlement S)\lun ("CCASS” 3 with effect from the
commencement date of dealings in the Offer Shares or such other dates as determined by HESCC. All activities under the CCASS are
subject to the General Rules of CCASS and CCASS Operational Procedures in effect from time 10 time. You should consult your
stockbroker or other registered dealer in securitics, bank manager, solicitor. professional aeceuntunt ot other professional adviser tor details
of those settlement arrangements and how such arrangements may wifect vour rights and interests,

The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited 1ake no responsibility tor the contents
ol this prospectus, make no rqm,\unl.llmn ax 1o their respective accuracy or completeness and expressly disclaim any liability whatsoever
for any loss howsoever arising (rom or in reliance upen the whoele o any part of the contents of this prospectus,
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Tomorrow International Holdings Limited

(incorporated n Bermuda with mited Hability)

(Stock Code: 760)

OPEN OFFER OF 357,585,805 NEW SHARES
AT A SUBSCRIPTION PRICE OF HK$0.485 PER OFFER SHARE
ON THE BASIS OF 5 OFFER SHARES FOR EVERY 4 EXISTING SHARES HELD
PAYABLE IN FULL ON ACCEPTANCE
WITH 5 BONUS SHARES FOR EVERY 7 FULLY-PAID OFFER SHARES

Underwriter
Winspark Venture Limited

The Jatest time (or acceprates of and payment for the Offer Shates is 300 pmoon Thursday, 15 June 2006, The procedures Tor acceptance
are set out on page 16 of this Prospectus,

[t shoukl be noted that the Underwriting Agreement contains provisions entitling the Underswriter, by nolice in writing, 10 terminaie the
obligations of the Underwriter e uny tme prior 10 400 p.m. on the third businiess duy Tollowing the Final Au.cpl.mu. Dute. if in the
absolute apinion of the Underwriter (a) the success of the Open Ofer would he materially and adversely affected by {i) the introduction of
any new baw or regulation or any change in existing law or regulition (or the judicial interpretation thereof)y or other oecurrence of any
nature whutsoever which may in the absolute opinien of the Underwriter materially and wdversely afteer the business or the fnancial or
trading position or prospects of the Group as @ whole or is materially adverse in the comext ol the Open Offer: or (i) the oceurrence of
any Tocal, wational or internationsl event or change (whether or not forming part of & series of events or changes occurring vr continuing,
before. undfor alter the date hereof) of a political, military. finascial, cconomic. currency or other nsture (whether or not cjusdem peneris
with uny of the foregoing), or in the nature of any local. pations) or international outhreak or escalation of hostilities or armed conilict; or
atfecting local securities market which may, in the absolute opinion of the Underwriter materially and adversely atlects the business or the
tinancial or trading position or prospects of the Group as a whole or waterially and adversely prejudices the success of the Open Offer or
otherwise mukes it inexpedient vr inadvisable to proceed with the Open Offer: or (i) any material adverse change in the tinancial position
of the Ciroup as a whole; or tiv) any act of God, war, riol, public diserder. civil commotion, lire. Mood, explosion, epidemic or threatened
epidemic, terrorism. strike or lock-ouls or (b) any material adverse change in market conditions (including without limitation, a change in
fiscul or monetary policy. or loreign exchunge or currency markets, suspension or restriction of trading in secorities) occurs which in the
reasunable opinion of the Undeswriter is likely to materially and adversely aifect the success of the Open Offer or otherwise makes it
inexpedient or inadvisable 10 proceed with the Open Ofter. Upon the giving of the notice of 1ermination, all obligations af the Underwriter
under the Underwriting Agreement shall ccase and determine und no party shall have any claim against any other parties in respect of any
matter or dhing arising out of or in connection with the Underwriting Agreement.

It should be poted that the Shares have been deall in on an ex-entitlement basis since 19 May 2006 and the conditions to which the Open
Offer 3 subject remain unfulfitled, 1T the conditions of the Open OfTer are not tultilled or the Underwriting Agreement is werminaled by the

er, The Open Offer will not proceed. Any Sharcholder or other person dealing in the Shares up 1o the due on which all
conditions o which the Gpen Offer s subject are Tullilled will accordingly bear the sisk that the Open Offer may nm beeome
uncondifional or may not proceed. Any Sharcholder or other person contemplating selling or purchasing Shares during such period who is
in any doubt about his or her position is advised 1o consult his or her protessional adviser,

30 May 2006
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DEFINITIONS

fn this prospectus, the following expressions have the following meanings. unless the

context otherwise requires:

“Amendment of the Bye-laws™

“Announcement”

“associates”
“Board™

“Bonus [ssue”

“Bonus Shares™

“Business Day”

“Bye-laws”

“CCASS”

“Circular”

“Companies Act”

“Companies Ordinance”

the proposed amendment (o bye-law 148 of the
Bye-laws to allow distribution to Sharcholders on a non
pro-tata basis

the announcement of the Company dated 8 March 2006
relating to. fnter alia. the Open Offer. the Bonus Issue.
the Share Consolidation and the Amendment of the
Bye-laws

has the meaning ascribed to it under the Listing Rules
the board of the Directors

the proposed issue of the Bonus Shares on the basis of
5 Bonus Shares for cvery 7 fully-paid Offer Shares
1ssued

the new Shares to be issued to the subscribers of the
Offer Shares. credited as fully-paid. pursuant to the
Bonus Issue

a day (other than a Saturday or a day on which a
tropical cyclone warning signal no. 8 or above or a
“black™ rainstorm morning signal is hoisted in Hong
Kong at any time between 9:00 a.mn. and 4:00 p.m.) on
which bunks in Hong Kong are generally open for
businegss

bye-laws of the Company

the Central Clearing and Settlement System established
and operated by HKSCC

the circular of the Company dated 28 April 2006
relating to, inter alia, the Open Offer. the Bonus lssue,
the Share Consolidution and the Amendment of the
Bye-laws

the Company Act 1981 of Bermuda

the Companies Ordinance (Chapter 32 of the Laws of
Hong Kong)




DEFINITIONS

“Company”™

“Consolidated Shure(s)”

“controlling shareholder(s)”

“Director(s)”

“Final Acceptance Date”™

*Group”
“HKSCC”

“Hong Kong”

“Independent Sharcholders™

“Last Trading Date”

“Latest Practicable Date™

“Listing Rules™

“Long Stop Date”™

Tomorrow International Holdings Limited. a company
incorporated in Bermuda with limited liability, the
shares of which are listed on the Stock Exchunge

new ordinary share(s) of HKS$0.04 each in the cupital
of the Company upon the Share Consolidation
becoming etfective

has the meaning ascribed to it under the Listing Rules
the director(s) of the Company

1S June 2006 or such other date as may be agreed
between the Company and the Underwriter and
described as the latest time for acceptance and payment
in respect of provisional allotments under the Open
Offer

the Company and its subsidiaries
the Hong Kong Securities Clearing Company Limited

the Hong Kong Special Administrative Region of the
PRC

Sharcholders other than those who are required by the
Listing Rules or the Stock Exchange 1o abstain from
voting in respect of the resolutions to approve the
Open Offer. the Bonus lssue and the Underwriting
Agreement

27 February 2006. being the last trading day which was
immediately prior to the suspension of trading in the
Shares on the Stock Exchange pending the release of
the Announcement

24 May 2006. being the latest practicable date prior to
the printing of this prospectus for ascertaining certain
information contained herein

the Rules Governing the Listing of Securities on the
Stock Exchange

30 June 2006. or such other date as may be agreed
between the Company and the Underwriter




DEFINITIONS

“Major Shareholder™ or
*Underwriter”

“Non-Qualifying Shareholders”

“Offer Shares”

“QOpen Offer”

“Overseas Letter™

“Overseas Sharcholders™

“Posting Date”

“"PRC”

“Prospectus”

“Prospectus Documents”

Winspark Venture Limited, a company incorporated in
the British Virgin [slands with limited liability, being
the major shareholder of the Company interested in
approximately 61.45% of the existing issued share
capital of the Company as at the Latest Practicable
Date

Overseas Shareholders who the Board, after making
enquiries, regarding the legal restrictions under the
laws of the relevant place and the requirements of the
relevant regulatory body or stock exchange. consider it
necessary or expedient to exclude from the Open Offer
on account either of the legal restrictions under the
laws of the relevant place or any requirement of the
relevant regulatory body or stock exchange in that
place

the new Shares to be issued pursuant 1o the Open Offer

the proposed issue by way of Open Offer to Qualifying
Shareholders of 357,585,805 Offer Shares at a price of
HK$0.485 per Offer Share on the basis of 5 Offer
Shares for every 4 existing Shares held by Qualifying
Shareholders on the Record Date, subject to the terms
and conditions set out in the Circular and the
Prospectus Documents

a letter from the Company to the Non-Qualifying
Shareholders explaining the circumstances in which
they are not entitled 1o Offer Shares

the Shareholders whose addresses on the register of
members of the Company on the Record Date are
outside Hong Kong

30 May 2006, being the date for the despatch of the
Prospectus Documents to the Qualifying Shareholders
and the Prospectuses (for information only) and the
Overseas Letter to the Non-Qualifying Shareholders or
such other date as may be agreed between the
Company and the Underwriter

the People’s Republic of China and for the purpose of
this prospectus exciuding Hong Kong

this prospectus

the Prospectus and the provisional allotment letter




DEFINITIONS

“Qualifying Sharcholder(s)”

“Record Date™

..S FO..

“Share(s)”

*“Share Consolidation™

“Share Option Scheme™

“Shareholder(s)”

“Stock Exchange™
“Subscription Price”

“Underwriting Agreement”

"HKS$"

gy

Sharcholders(s) whose names appear on the register of
members of the Company on the Record Date, other
than the Non-Qualifying Shareholders

30 May 2006, being the date for ascertaining
entitlements to the Open Offer. or such other date as
may be agreed between the Company and the
Underwriter

the Securities and Futures Ordinance (Chapter 571) of
the Laws of Hong Kong

share(s) of HKS$0.0! each in the share capital of the
Company

the proposed consolidation of every 4 Shares of
HK$0.0! each into one Consclidated Share of HK$0.04

the share option scheme adopted by the Company on
29 May 2002

holder(s) of the Share(s) or Consolidated Share(s) (as
the case may be)

The Stock Exchange of Hong Kong Limited

the subscription price of HK3$0.485 per Offer Share

the underwriting agreement dated 8 March 2006
between the Company and the Major Shareholder
whereby the Major Shareholder has  conditionally

agreed to underwrite 137,831,605 Offer Shares

Hong Kong dollars. the lawful currency of Hong Kong

per cent.




SUMMARY OF THE OPEN OFFER AND BONUS ISSUE

The following information is derived from, and should be read in conjunction with, the

Jull text of His prospectus.

Busis of the Open Offer

Basis of the Bonus Issue

Subscription Price

Number of existing Shares in
issue

Number of Gffer Shares to be
issued

Number of Bonus Shares to be
issued

Estimaicd net proceeds

Latest time for acceptance of and
payment for Offer Shares

Status of the Otfer Shares and the
Bonus Shares

Excess application

an assured entitlement of 5 Offer Shares for every
4 existing Shares held by the Qualifying
Sharcholders as at the close of business on the
Record Date

5 Bonus Shares for every 7 fully-paid Offer
Shares

HK$0.485 per Offer Share

286.068.644 Shures

357.585.805 Offer Shares

not more than 255.418.430 Bonus Shares

approximately HK$ 170 million

on or before 4:00 p.m. on 15 June 2006

when allotted, issued and fully paid, the Offer
Shares and the Bonus Shares will rank pari passn
in all respects with the then existing issued
Shares

no application for excess Offer Shares is allowed,
however. the Major Shareholder may take up
Offer Shares in excess of its entitlement by
reason of being the Underwriter




TERMINATION OF THE UNDERWRITING AGREEMENT

The Underwriter reserves the right to terminate the arrangements set out in the

Underwriting Agreement by notice in writing given by it to the Company at any time prior
to 4:00 p.m. on the third business day following the Finul Acceptance Date. if in the
absolute opinion of the Underwriter:

(a)

(b}

the success of the Open Offer would be materially and adversely affected by:

(i)

ay

(iii)

(iv}

the introduction of any new law or regulation or any change in existing law
or regulation {or the judicial interpretation thereof) or other occurrence of
any nature whatsoever which may in the absolute opinion of the Underwriter
materially and adversely affect the business or the financial or trading
position or prospects of the Group as a whole or is materially adverse in the
context of the Open Offer: or

the occurrence of any local, national or international event or change
{whether or not forming part of a series of events or changes occurring or
continuing before. andf/or after the date hercof) of a political. military,
financial. economic, currency or other nature (whether or not ejusdem
generis with any of the foregoing). or in the nature of any local. national or
international outbreak or escalation of hostilities or armed conflict; or
affecting local securities market which may. in the absolute opinion of the
Underwriter materially and adversely atfects the business or the financial or
trading position or prospects of the Group as a whole or materially and
adversely prejudices the success of the Open Offer or otherwise makes it
inexpedient or inadvisable to proceed with the Open Offer: or

any material adverse change in the financial position of the Group as a
whole: or

any act of God, war, riot, public disorder, civil commotion, fire, flood,
explosion, ecpidemic or threatened epidemic, terrorism, strike or lock-out; or

any material adverse change in market conditions (including without limitation, a
change in fiscal or monetary policy. or foreign exchunge or currency markets,
suspension or restriction of trading in securities) occurs which in the reasonable
opinion of the Underwriter is likely to materially and adversely affect the success
of the Open Offer or otherwise makes it inexpedient or inadvisable to proceed
with the Open Offer.

Upon the giving of the notice of termination, all obligations of the Underwriter
under the Underwriting Agreement shall cease and determine and no party shall have
any claim against any other parties in respect of any matter or thing arising out of or
in connection with the Underwriting Agreement.




EXPECTED TIMETABLE

The expected timetable for the Open Offer. the Bonus Issue and the Share
Censolidation is sct out below:

20006

Record Date . ... . . Tuesday. 30 May
Despatch of the Prospectus Documents .. ..o oo oL Tuesday. 30 May
Register of members re-opens .. ... oL o Thursday, | June
Latest time for acceptance of and payment

for the Offer Shares ... ... ... ... ... . . .. . .. 4:00 p.m. on Thursday, 15 June
Open Offer expected to become unconditional .. ... ... ... 4:00 p.m. on Tuesday. 20 June
Announcement of results of acceptance of

the Open Offer ... ... . .. . Wednesday. 21 June
Despatch of certificates for the Offer Shares and

Bonus Shares onor before .. ... .. . L o Wednesday, 21 June
Effective date of Share Consolidation . ... ... ... ... ... ... ... Wednesday, 21 June
First duy of free exchange of new share certificates .. .......... ... Wednesday, 21 June
Existing counter for trading in Shares in

board lots of 5.000 Shares emporarily closes ... ... .. 9:30 a.m. on Wednesday. 21 June

Temporary counter for trading in Consolidated Shares
in board lots of 1.250 Consolidated Shares
(in the form of existing share certificates) opens 9:30 a.m. on Wednesday,

Existing counter for trading in Consolidated Shares in
board lots of 5.000 Consolidated Shares
{in the form of new share certificates) re-opens 9:30 a.m. on Wednesday. 5 July

Parallel trading of Consolidated Shares (in the form
of existing and new share certificates) commences 9:30 a.m. on Wednesday. 5 July

First day of availability of odd lot tacility Wednesday. 5 July

Temporary counter for trading in Consolidated Shares
m board lots of 1,250 Consolidated Shares
(in the form of existing share certificates) closes 4:00 p.m. on Wednesday, 26 July

Parallel trading of Consolidated Shares
(in the form of existing and new share
certificates) ends 4:00 p.m. on Wednesday. 26 July

Last day of availability of odd lot facility Wednesday, 26 July

Last day of free exchange of share certificates Monday, 31 July

-7




EXPECTED TIMETABLE

Dates stated in this prospectus for events in the timetable are indicative only and may
be extended or varied. Any changes o the anticipated timetable for the Open Offer, the
Bonus [ssue and the Share Consolidation will be announced as appropriate.

Noe: All times refer 1o Hong Kong local times in this prospectus.

The certificates in respect of the Offer Shares and Bonus Shares will, as far as
possible. be issued in board lots of 5,000 Shares (i.e. in the form of existing share
certificates). The Company has made available arrangements to the Shareholders for the free
exchange of existing share certificates for new share certificates for the Consolidated Shares
upon the Share Consolidation becoming effective for a period between 21 June 2006 and 31
July 2006. Details for free exchange of share certificates are set out in the section headed
“Trading arrangement, issue and exchunge of share certificates™ in the Letter from the Board
contiained in the Circular.

EFFECT OF BAD WEATHER ON THE LATEST TIME FOR ACCEPTANCE OF AND
PAYMENT FOR THE OFFER SHARES

The latest time for acceptance of and payment for the Offer Shares will not take place
if there is:

e A tropical cyclone wurning signal number 8 or above. or
e  a “black” rainstorm warning

(i} in force in Hong Kong at any local time before 12:00 noon and no longer in
force after 12:00 noon on the Final Acceptance Date. Instead the latest time
tor acceptance of and payment for the Offer Shares will be extended to 5:00
p.m. on the same¢ Business Day:

(i1} in force in Hong Kong at any local time between 12:00 noon and 4:00 p.m.
on the Final Acceptance Date. Instead the latest time for acceptance of and
payment for the Offer Shares will be rescheduled to 4:00 p.m. on the
following Business Day which does not have either of those warnings in
force at any time between 9:00 a.m. and 4:00 p.m.

If the latest time for acceptance of and payment for the Offer Shares does not take
place on the Final Acceptance Date. the dates mentioned in the section headed “Expected
timetable™ in this prospectus may be affected. A press announcement will be made by the
Company in such event.




LETTER FROM THE BOARD

i

Tomorrow International Holdings Limited
(incorporated in Bermuda with timited liabiliiy}

(Stock Code: 760)

Executive Directors: Registered office:

Yau Tuk Wah, Paul (Chairman) Clarendon House

Louie Mei Po 2 Church Street

Wong Shin Ling. Irene Hamilton HM 11

Tam Wing Kin Bermuda

Independent non-executive Directors: Principal place of business
Ng Wai Hung in Hong Kong:

Cheung Chung Leung. Richard 27th Floor, Henley Building,
Wu Wang Li 5 Queen’s Road Central.

Hong Kong

30 May 2006

To all Qualifving Shareholders and,
Jor information only, the Non-Qualifving Sharelholders

Dear Sir or Madam.

OPEN OFFER OF 357,585,805 NEW SHARES
AT A SUBSCRIPTION PRICE OF HK$0.485 PER OFFER SHARE
ON THE BASIS OF 5 OFFER SHARES FOR EVERY 4 EXISTING SHARES HELD
PAYABLE IN FULL ON ACCEPTANCE
WITH 5 BONUS SHARES FOR EVERY 7 FULLY-PAID OFFER SHARES

INTRODUCTION

As disclosed in the Announcement and the Circular. the Company intended to raise
approximately HK$173.4 million, before expenses. by issuing 357,585,805 Offer Shares at a
price of HK$0.485 per Offer Share by way of the Open Offer. on the basis of 5 Offer Shares
for every 4 existing Shares held on the Record Date and payable in full on acceptance. The
registered holders of fully-paid Offer Shares will be issued 5 Bonus Shares for every 7
fully-paid Offer Shares. The Open Offer and the Bonus Issue are not available to the
Non-Qualifying Sharcholders.

Under the Listing Rules, the Open Offer is required to be made conditional on the
approval of the Independent Shareholders. On 30 May 2006, resolutions were duly passed by
the Independent Shareholders to approve, among others. the Open Offer and the Bonus
Issue, at the SGM, the results of which were published on the same day. Having made all
reasonable enquiries, the Directors consider that there is (i) no veting trust or other

9.



LETTER FROM THE BOARD

agreement or arrangement or understanding entered into by or binding upon the Major
Shareholder: and (ii) no obligation or entitlement of the Major Shareholder as at the Latest
Practicable Date. whereby it has or may have temporarily or permanently passed control
over the exercise of the voting right in respect of its Shares to a third party, either generally
or on a ciase-by-case basis. There is also no discrepuncy between the beneficial shareholding
interest of the Major Shareholder in the Company as disclosed in this prospectus and the
numbers of Shares in respect of which it will control or will be entitled to exercise control
over the voting rights at the SGM.

The purpose of this prospectus is to provide you with further details of the Open Offer,
including information on dealings in and acceptances of the Offer Shares, the Bonus Issue
and certain financial and other information in respect of the Group.

OPEN OFFER AND BONUS ISSUE

Issue statistics

Basis of the Open Offer : an assured entitlement of 5 Offer Shares for
every 4 existing Shares held by the Qualifying

Shareholders as at the close of business on the
Record Date

Basis of the Bonus Issue : 5 Bonus Shares for every 7 fully-paid Offer
Shares
Subscription Price : HKS$0.485 per Offer Shure
Number of existing Shares in issue : 286.068,644 Shares
Number of Offer Shares to be issued : 357.585,805 Offer Shares
Number of Bonus Shares to be issued not more than 255,418,430 Bonus Shares
Number of Offer Shares undertaken o 219,754,200 Offer Shares
be taken up by the Major
Shareholder
Number ot Offer Shares underwritien : 137.831.605 Offer Shares

by the Underwriter

Number of Shares in issue : not more than 899.072.879 Shares
immediately after completion of the
Open Offer and the Bonus lssue
{before the Share Consolidation
becoming etfective)
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The Offer Shares represent approximately 125% of the existing issued share capital of
the Company and approximately 39.8% of the issued share capital of the Company as
enlarged by the Offer Shares and the Bonus Shares. The Bonus Shares represent
approximately 89.3% of the existing issued share capital of the Company and approximately
28.4% of the issued share capital of the Company as enlarged by the Offer Shares and the
Bonus Shares.

The Company had no derivatives, options, warrants and conversion rights or other
similar rights which were convertible or exchangeable into Shares as at the Latest
Practicable Date and has no intention to issue any new Share or any of the above securities
before the Final Acceptance Date, which is expected to be 15 June 2006.

Qualifying Shareholders of the Open Offer

The Open Offer is only available to the Qualifying Shareholders. The Company will
send (i) the Prospectus Documents to the Qualifying Shareholders and (ii) the Prospectus,
for information oniy, to the Non-Qualifying Shareholders.

To qualify for the Qpen Offer, Shareholders must at the close of business on the
Record Date (i) be registered as a member of the Company: and (ii) not be Non-Qualifying
Shareholders.

In order 10 be registered as members of the Company on the Record Date, any transfer
of Shares (together with the relevant share certificate(s)) musi have been lodged with the
Company’s branch share registrar and transfer office in Hong Kong, Computershare Hong
Kong Investor Services Limited, at Shop 1712-1716, 17/F., Hopewell Centre, 183 Queen’s
Road East, Wanchai, Hong Kong, by no later than 4:00 p.m. (Hong Kong time) on 22 May
2006.

The invitation to subscribe for the Offer Shares to be made to the Qualifying
Shareholders will not be transferable. There will not be any trading in nil-paid entitlements
on the Stock Exchange.

TERMS OF THE OPEN OFFER
Subscription price

The Subscription Price for the Offer Shares is HK$0.485 per Offer Share. payable in
full on acceptance of the provisional allotment under the Open Offer. The Subscription Price
was arrived at after arm’s length negotiation between the Company and the Major
Shareholder with reference to the prevailing market price of the Shares between the runge of
HK$0.56 (being the lowest average closing price per Share within the last three calendar
months before the date of the Announcement) to HK$0.70 (being the highest average closing
price per Share within the last three calendar months before the date of the Announcement)
under the prevailing market conditions and recent open offer cases.
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The Subscription Price of HK$0.485 represents:

(i) a discount of approximately 13.4% to the closing price of HK$0.56 per Share
quoted on the Stock Exchange on the Last Trading Date);

(i1} a premium of approximately 30.7% to the theoretical ex-entitlement price (after
taking into consideration of the Bonus Issue) of HK$0.371 per Share based on the
closing price per Share on the Last Trading Date:

(iii) a discount of approximately 20.1% to the 10-day average closing price of
HK$0.607 per Share up to and including the Last Trading Date:

{iv) a discount of approximately 6.7% to the closing price of HK$0.52 per Share as
quoted on the Stock Exchange on the Latest Practicable Date: and

{v) a discount of approximately 82.3% to the latest audited net asset value
attributable to Shareholders per Share of HK$2.74 as at 31 December 2005.

For those Shareholders who participate in the Open Offer. they would be entitled to
approximately 1.25 Offer Shares and approximately 0.89 Bonus Shares for every Share they
hold (without taking into account the Share Consolidation). Based on the total subscription
monies under the Open Offer and taking into account the aggregate of the Offer Shares and
the Bonus Shares, the theoretical subscription price of each Offer Share is approximately
HK$0.283. The theoretical subscription price of HK$0.283 represents:

(i) u discount of approximately 49.5% to the closing price of HK$0.56 per Share
quoted on the Stock Exchange on the Last Trading Dute:

{ii}) a discount of approximately 23.7% to the theoretical ex-entitlement price (after
taking into consideration of the Bonus Issue} of HK$0.371 per Share based on the
closing price per Share on the Last Trading Date;

(iii) a discount of approximately 53.49% (o the 10-day average closing price of
HK$0.607 per Share up to and including the Last Trading Date;

{iv) a discount of approximately 45.6% to the closing price of HK$0.52 per Share as
quoted on the Stock Exchange on the Latest Practicable Date; and

(v} a discount of approximately 89.7% to the latest audited net asset value
attributable to Shareholders per Share of HK$2.74 as at 31 December 2005.

Further. comparing with the various recent open offer cases within one year prior to the
date of the Announcement, the discounts of the subscription price of those cases to their
respective closing price on the last trading day prior to their respective dates of
announcement ranged from approximately 6.25% to approximately 90.70%. with the mean of
approximately 53.17% and median of approximately 54.35%. The discounts of the
subscription price of those cuases to their respective theoretical ex-entitlement prices per
share based on the closing price per share on the last trading day prior to the date of
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announcement ranged from approximately 5.21% to approximately 77.00%. with the mean of
approximately 37.28% and median of approximately 35.27%. After considering the
aggregation of the Offer Shares and Bonus Shares. the theoretical subscription price per
Share of approximately $0.283 effectively represents a discount of approximately 49.5% to
the closing price on the Last Trading Date, which is generally in line with that of the market
practice as represented by other recent open offer cases,

Based on the reasons above, the Directors consider that the terms of the Open Offer
(including the Subscription Price and the theoretical subscription price of each Offer Share)
are fair and reasonable und in the interest of the Shareholders as a whole.

Status of the Oiffer Shares

When allotted, issued and fully paid. the Offer Shares will rank pari passu in all
respects with the then existing issued Shares. Holders of the Offer Shares will be entitled to
receive all future dividends and distributions which are declared. made or paid on or after
the date of issue and allotment of the Offer Shares.

Fractions of Offer Shares

The Company will not allot to Shareholders fractions of the Otffer Shares. Fractions of
Offer Shares will be aggregated and sold for the benefit of the Company.

Certificates of the fully-paid Offer Shares

Subject to the tulfilment of the conditions of the Open Offer, certificates for all
fully-paid Offer Shares are expected to be posted to those entitled thereto at their own risk
on or before 21 June 2006.

Closure of register of members

The register of members of the Company was closed from 23 Muay 2006 to 30 May
2006, both dates inclusive. No transfer of Shares was registered during this period.

Rights of the Non-Qualifying Shareholders

The Prospectus Documents have not been and will not be registered and/or filed under
the applicable securities or equivalent legislation of any jurisdictions other than Hong Kong
and Bermuda. Based on the register of members of the Company as at the Latest Practicable
Date. the Directors noted that there were two Sharcholders who maintained addresses outside
Hong Kong in the following jurisdictions: Malaysia and Taiwan, As such, the Board has
made enquiries as 1o whether the issue of Offer Shares and Bonus Shares to such Overseas
Shareholders may contravene the applicable securities legislation of the relevant overseuas
places or the requirements of the relevant regulatory body or stock exchange pursuant to
Rule 13.36(2)(a) of the Listing Rules. Based on the results of the enquiries made with
qualified lawyers of these jurisdictions. the Board is of the opinion that it would be
necessary or expedient not to offer the Offer Shares and Bonus Shares 1o the Shareholders
whose registered addresses are in Malaysia due to the substantial procedures and costs

—j3-
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involved in the registration of the Prospectus. Accordingly. the Shareholders whose
registered addresses are in Malaysia would be Non-Qualifying Shareholders and the Open
Offer and the Bonus Issue would not be available to them. The Company will send only the
Prospectus to them for their information only. For those Shareholders whose registered
addresses are in Taiwan, the Board has been advised by legal advisers in Taiwan that it
would be lawful for the Company to offer the Open Offer and the Bonus Issue to the
Shareholders in Taiwan even though the Prospectus are not registered in Taiwan. Therefore,
the Compuny will send the Prospectus and the provisional allotment letter (o such Qualifying
Shareholders in Taiwan.

Application for excess Offer Shares

Under the Open Offer. although the Qualifying Shareholders (other than the Major
Shureholder by reason of being the Underwriter) are not entitled to any Offer Shares which
are in excess of their entitlements, the other Qualifying Shareholders are offered a chance to
subscribe for the Offer Shares at a relatively low price and to maintain their respective
pro-rata shareholdings in the Company. In view of the discount of the subscription price per
Otfer Share to the market price per Share together with the Bonus Shares, the Directlors
believe that there would be a high level of acceptance of Offer Shares by the Qualifying
Shareholders and. accordingly, there would not be a significant number of Offer Shares
which are not taken up by the Sharcholders and available for excess application should there
be any arrangement for excess application.

Furthermore. the Directors consider that the arrangement of uapplication for excess
Offer Shares will involve additional administrative work and costs for the Open Offer. As
discussed with the share registrar of the Company and the printer. the Directors were
advised that (a) the extra time normally required for providing an arrangement for excess
application under an open ofter together with a bonus issue is estimated to be around 1-2
days tor the purpose of (i) balloting and allotment of offer shares and bonus shares and (ii)
refund arrangement, and (b) the extra administrative costs to be incurred for providing an
arrangement for excess application under the Open Offer are estimated to be around
HK$300.000. which includes charges of printing, translation, and issuing of excess
application forms (“EAFs™) and refund cheques, service fees and handling charges payable
to the share registrar in (i) acting as receiving agent for EAFs, selling up a computer
programme for EAFs, (ii) submitting daily reports in respect of the level of acceptance for
EAFs, (iii) preparing allotment scenario in case of over-subscription of Offer Shares, (iv)
submitting refund cheque tape 10 the banker. and (v) processing acceptances of EAFs.

Shareholders should note that, in the event that any Qualifying Shareholder gives up its
right to take up its provisional entitlement, the Major Shareholder is obliged to take up such
Offer Shares as underwriter under the Underwriting Agreement (please refer to the section
“Underwriting Arrangement™ below) which will result in an increase of its shareholding in
the Compuany. The Directors acknowledge that the savings in administrative costs and time
may not be very significant. However, taking into account (i} the difficulty to procure a
commercial underwriter in view of the low price range and the low liquidity of the Shares;
(ii} absence of the arrangement for excess application is not an uncommon market practice
and (ii1) the Independent Sharcholders will be offered a chance to express their view on the
terms of the Open Offer, including the absence of the arrangement for application in excess
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of assured entitlement under the Open Offer (which has been specifically pointed out for the
attention of Independent Shareholders both in this section and in the resolution proposed
under the notice of SGM). through voting. the Directors consider that. after balancing the
above factors. the current arrangement is fair and reasonable and in the interest of the
Shareholders as a whole. Barits. the independent financial adviser. has been appointed to
make recommendations (o the Independent Shareholders. among other things, in respect of
the Open Offer (including whether the current arrangement that the Qualifying Shareholders
are not entitled to apply for any Offer Shares in excess of their entitlement is fair and
reasonable and in the interest of the Shareholders as a whole).

Basis of the Bonus Issue

In order to recognise the contribution from the Sharcholders who take up the Offer
Shares and as an incentive to encourage the Shareholders to participate in the Open Offer,
the Bonus Shares will be issued to the registered holders of the fully-paid Offer Shares on
the basis of 5 Bonus Shares for every 7 fully-paid Offer Shares issued under the Open Offer.

Qualifying Shareholders of the Bonus Issue

As mentioned above. as the Bonus Shares will only be allotted to the registered helders
of the Offer Shares. the Bonus Issue will not be extended to the Non-Qualifying
Sharcholders and only the Qualitfying Shareholders will be qualified for the Bonus Issue.

Conditions of the Bonus Issue

The Bonus Issue is conditional on. inter alia. (i) the approval of the Independent
Sharcholders at the SGM for the Open Offer. the Bonus lssue and the Underwriting
Agreement: (i) the approval of the Sharcholders at the SGM tor the Amendment of the
Bye-luws: (i1i) the Listing Committee of the Stock Exchange granting listing of, and
permission to deal in, the Bonus Shares; (iv) the Open Offer becoming unconditional (save
as any condition requiring the Bonus Issue to become unconditional) and the Underwriting
Agreement not being terminated by the Underwriter; and (v) the Amendment of the
Bye-laws becoming effective.

The Open Offer and the Bonus Issue will be inter-conditional to each other and
conditional on the Amendment of the Bye-laws becoming effective.

Status of the Bonus Shares

The Bonus Shares. when issued and allotted, will rank pari passu in all respects with
the Shares in issue on the date of their issue and allotment.

Listings and dealings of the Offer Shares and Bonus Shares

The maximum number of Shares in issue immediatcly after the issue of the Offer
Shares and the Bonus Shares (but before the Share Consolidation) will be 899,072 879
Shares, assuming no further issue of Shares between the Latest Practicable Date and the
issue of the Offer Shares and the Bonus Shares.
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The Company has applied to the Listing Committee of the Stock Exchange for the
listing of, and permission to deal in, the Offer Shares and the Bonus Shares. Dealing in the
Offer Shares and the Bonus Shares will be subject to the payment of stamp duty in Hong
Kong,

Subject to the granting of listing of, and permission to deal in, the Offer Shares and the
Bonus Shares on the Stock Exchange, the Offer Shares and the Bonus Shares will be
accepted as eligible securities by HKSCC for deposit, clearance and settlement in CCASS
with effect from the commencement date of dealings in the Offer Shares and the Bonus
Shares on the Stock Exchange or such other date as determined by HKSCC. Settlement of
transactions between participants of the Stock Exchange on any trading day is required to
take place in CCASS on the second trading day thereafter. All activities under CCASS are
subject to the General Rules of CCASS and CCASS Operational Procedures in effect from
time 1o time.

Share certificates for the Offer Shares and Bonus Shares

Subject to the fulfillment of the conditions of the Open Offer and the Bonus Issue,
certificates for the Bonus Shares are expected to be posted to those entitled thereto at their
own risk on or before 21 June 2006.

ACCEPTANCE PROCEDURES FOR THE OFFER SHARES AND THE BONUS
SHARES

In case you are a Qualifying Shareholder, a provisional allotment letter will be
enclosed with the Prospectus. which entitles you to accept any number of Offer Shares
provisionally allotted to you. You should note that you may accept any number of Offer
Shares but will be assured ot an aflotment only up to the number set out in the provisional
allotment letter. If you are a Qualifying Shareholder and you wish (o accept your assured
allotment of Offer Shares to which you are entitled as specified in the provisional allotment
letter or you wish to accept any number less than your assured entitlement, you must
complete, sign and lodge the provisional allotment letter in accordance with the instructions
printed thereon, together with remittance for the aggregate subscription price in respect of
such number of Offer Shares you wish to accept with the branch share registrar,
Computershare Hong Kong Investor Services Limited, at Shop 1712-1716, 17/F., Hopewell
Centre, 183 Queen’s Road East. Wanchai, Hong Kong by no later than 4:00 p.m. on
Thursday. 15 June 2006. All remittances must be made in Hong Kong dollars and
cheques or cashier’s orders must be drawn on a bank account in Hong Kong and made
payable to “Tomorrow International Holdings Limited ~ Open Offer Account” and
crossed “Account Payee Only”,

It should be noted that unless the provisional allotment letter, together with the
appropriate remittance, is lodged with the branch share registrar by not later than 4:00 p.m.
on Thursday, 15 June 2006, that assured entitlement and all rights thereunder will be deemed
to have been declined and will be cancelled.
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If the conditions of the Underwriting Agreement are not fulfilled or the Underwriting
Agreement is terminated in accordance with its terms and conditions, the subscription
monies will be refunded, without interest, by sending a cheque made out to the relevant
Shareholders named on the provisional allotment letter (or in the case of joint Shareholders,
to the first named Shareholder) and crossed “Account Payee Only”, through ordinary post at
the risk of the relevant Shareholder(s) to the address specified in the register of members of
the Company on or before 27 June 2006.

The provisional allotment letter will contain full information regarding the procedures
to be followed if you wish to accept only part of your assured entitlements under the Open
Offer.

All cheques or cashier’s orders will be presented for payment upon receipt and all
interest earned on such moneys (if any) will be retained for the benefit of the Company. Any
provisional allotment letter in respect of which the cheque or cashier’s order is dishonoured
on first presentation will be liable to be rejected, and in that event the assured entitlement
and all rights thereunder will be deemed to have been declined and will be cancelled.

The provisional allotment letter shall be for use only by the person(s) named therein
and will not be transferable.

No receipt will be issued in respect of any acceptance monies received.

The registered holders of fully-paid Offer Shares will be issued 5 Bonus Shares for
every 7 fully-paid Offer Shares. Share certificates for the Offer Shares und the Bonus Shares
are expected to be despatched to the Shareholders through ordinary post, at their own risk,
to the address specified in the register of members of the Company on or before 21 June
2006.

UNDERWRITING ARRANGEMENT
Undertakings from the Major Shareholder

The Major Shareholder, as at the Latest Practicable Date, was interested in 175.803,363
existing Shares, representing approximately 61.45% of the existing issued share capital of
the Company. To demonstrate its continual financial support to the Group, the Major
Shareholder has irrevocably undertaken to the Company during the period immediately after
the Record Date and prior to the Final Acceptance Dale not to dispose the 175,803,363
Shares and to accept its full entitlement of 219,754,200 Offer Shares under the Open Offer
and to underwrite the balance of any Offer Shares not taken up by the Qualifying
Shareholders pursuant to the Underwriting Agreement as detailed below.
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Underwriting Agreement

Date : 8 March 2006

Underwriter : The Major Shareholder

Number of Offer Shares : 137.831.605 Offer Shares
Underwritten by the Major
Shareholder

Shareholding of the Mujor : approximately 01.45% of the issued share capital
Shureholder as at the Latest of the Company

Practicable Date

The number of Offer Shares underwritten by the Major Shareholder represents
approximately 48.18% of the total issued share capital of the Company as at the Latest
Practicable Date and approximately 15.33% of the total issued share capital of the Company
as enlarged by the Open Offer and the Bonus Issue.

The Major Shareholder is an investment holding company which does not underwrite
issues of sccurities in its normal course of business. The Company will pay to the
Underwriter an underwriting commission calculated at 2.5% of the aggregate Subscription
Price of the number of Offer Shares underwritten by the Underwriter in cash by not later
than the date of despatch of the share certificates in respect of the Offer Shares and the
Bonus Shares. Such rate was determined by the Company and the Underwriter after arm’s
length negotiation with reference o the market rates between the range of 2% to 3%.

In view of the low price range and the low liquidity of the Shares, the Directors
consider that it would be difficult to procure underwriting by a commercial underwriter on a
fully underwritten basis. In the circumstances, the Major Sharcholder has agreed o act as
underwriter for the Open Offer. The Directors consider that it is not an uncommon feature
for an open offer 10 be underwritten by the controlling shareholder. Furthermore, in view of
the difficulty in procuring a commercial underwriter. the undertaking from the Major
Shareholder to take up in full its provisional allotment and a possible increase in its
shareholding interest in the Company by way of underwriting the Offer Shares shows the
willingness of the Major Shareholder to make a stronger commitment to the future
development of the Group which is beneficial to the Group as a whole, The Directors
believe (hat the participation of the Major Shareholder as the Underwriter would be an
indication of confidence and optimism in the Company and iis prospect to other
Shareholders. The Directors consider that the underwriting arrangement is on normal
commercial terms and is fair and reasonable so far as the Sharcholders are concerned.

Such underwriting arrangement constitutes a connected transaction of the Company and
since the aggregate consideration under the Underwriting Agreement (being the aggregate of
the maximum amount of the subscription price for the underwritten shares payable by the
Major Shareholder and the maximum amount of the underwriting commission receivable by
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the Major Shareholder) is more than 25% of the applicable percentage ratios, the
Underwriting Agreement will therefore be subject to approval by the Independent
Shareholders under Rule 14A.17 of the Listing Rules.

Conditions of the Open Offer under the Underwriting Agreement
The Open Offer is conditional upon, among other things, the following:

(i) the passing by the Shareholders (or if required by the Listing Rules. the
Independent Shareholders) at the SGM of the requisite resolution(s) approving the
Open Offer, the Bonus I[ssue, the Underwriting Agreement and the Amendment of
the Bye-laws;

(it} the delivery to the Stock Exchange and registration with the Registrar of
Companies in Hong Kong one copy of each of the Prospectus Documents duly
signed by two Directors (or by their agents duly authorised in writing) as having
been approved by resolution of the Directors (and all other documents required to
be attached thereto) not later than the Posting Date and otherwise in compliance
with the Listing Rules and the Companies Ordinance;

(iii) the filing of the Prospectus Documents with the Registrar of Companies in
Bermuda in accordance with the Compantes Act on or before the Posting Date;

(iv}) the posting of the Prospectus Documents to Qualifying Shareholders on the
Posting Date;

(v) the Listing Committee of the Stock Exchange granting or agreeing to grant
(subject to allotment), and not having withdrawn or revoked the approval of the
listing of, and permission to deal in, the Offer Shares, in their fully-paid form,
and the Bonus Shares:

(vi) compliance with all legal and regulatory requirements in respect of the Open
Offer and the Bonus Issue under the applicable luws and regulations of Hong
Kong and Bermuda: and

(vii) the Bonus Issue becoming unconditional (save as any condition requiring the
Open Offer to become unconditional).

None of the above conditions are waivable by the Company or the Underwriter.

In the event of the said conditions not being fulfilled by the Long Stop Date or if the
Underwriting Agreement shall be terminated or rescinded in accordance with the terms of
the Underwriting Agreement all obligations and liabilitics of the parties to the Underwriting
Agreement will forthwith cease and determine and no party will have any claim against the
others (save for any antecedent breaches thereof).
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Termination of the Underwriting Agreement

The Underwriter reserves the right to terminate the arrangements set out in the
Underwriting Agreement by notice in writing given by it to the Company at any time prior
to 4:00 p.m. on the third business day following the Final Acceptance Date. if in the
absolute opinion of the Underwriter:

{a)

(b)

the success of the Open Offer would be materially and adversely affected by:

(i)

(i1}

(iii)

(iv)

the introduction of any new law or regulation or any change in existing law
or regulation (or the judicial interpretation thereof) or other occurrence of
any nature whatsoever which may in the absolute opinion of the Underwriter
materially and adversely affect the business or the financial or trading
position or prospects of the Group as a whole or is materially adverse in the
context of the Open Offer: or

the occurrence of any local. national or international event or change
{(whether or not forming part of a series of events or changes occurring or
continuing before, and/or after the date hereof) of a political, mihtary,
financial, economic, currency or other nature (whether or not ejusdem
generis with any of the foregoing). or in the nature of any local, national or
international outbreak or escalation of hostilities or armed conflict: or
affecting local securities market which may, in the absolute opinion of the
Underwriter materially and adversely affects the business or the financial or
trading position or prospects of the Group as a whole or materially and
adversely prejudices the success of the Open Offer or otherwise makes it
inexpedient or inadvisable to proceed with the Qpen Offer; or

any material adverse change in the financial position of the Group as a
whole; or

any act of God, war, riot, public disorder. civil commotion, fire, flood.
explosion. epidemic or threatened epidemic. terrorism. strike or lock-out: or

any material adverse change in market conditions (including without limitation, a
change in fiscal or monetary policy, or foreign exchange or currency markets,
suspension or restriction of trading in securities) occurs which in the reasonable
opinion of the Underwriter is likely to materially and adversely affect the success
of the Open Offer or otherwise makes it inexpedient or inadvisable to proceed
with the Open Offer.

Upon the giving of the notice of termination, all obligations of the Underwriter
under the Underwriting Agreement shall cease and determine and no party shall have
any ¢laim against any other parties in respect of any matter or thing arising out of or
in conncection with the Underwriting Agreement.
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WARNING OF THE RISK OF DEALING IN SHARES AND OFFER SHARES

The Open Offer is subject to the satisfaction of all the conditions as described in
the section headed “Conditions of the Open Offer under the Underwriting Agreement™
and the Major Shareholder not terminating the Underwriting Agreement (please see the
section headed “Termination of the Underwriting Agreement’ above).

Shareholders should note that the Shares have been dealt in on an ex-entitlements
basis commencing from 19 May 2006 and that dealings in the Shares will take place
while the conditions to which the Open Offer is subject remain unfulfilled, Any
Shareholder or other person dealing in the Shares up to the date on which all
conditions to which the Open Offer is subject are fulfilled (which is expected to be on
20 June 2006), will accordingly bear the risk that the Open Offer cannot become
unconditional and may not proceed. Any Shareholder or other person contemplating
selling or purchasing the Shares, who is in any doubt about his/her/its position, is
recommended to consult his/her/its own professional advisers.

Shareholders and potential investors of the Company are advised to exercise
caution when dealing in the Shares.

CAPITAL RAISING ACTIVITIES IN THE PAST 12 MONTHS

During the 12 months immediately before the date of this prospectus, the Group did
not have any capital raising activities.

REASONS FOR THE OPEN OFFER AND USE OF PROCEEDS

The principal activity of the Company is investment holding, The Group’s principal
activities consist of the design, development, manufacture and sule of electronic products,
the manufacture and sale of printed circuit boards, the trading and distribution of electronic
components and parts, the trading of listed equity investments, the provision of loan
financing and the manufacture and sale of optical products.

The Company is actively seeking investment projects to diversify its business portfolio.
In view of the robust economic growth and increasing commercial activities, the Directors
would like to capture the opportunity and believe that making investment projects would
bring about rewarding return to the Company and the Sharcholders as a whole. The
Company is now exploring but has not yet earmarked any suitable investment opportunities
as at the Latest Practicable Date.

The Directors have considered other financing alternatives such as debt financing.
However, for the avoidance of bearing additional borrowing costs, the Directors consider
that debt financing is not the most appropriate choice as long as the need for funding is not
at a highly urgent stage. Instead, the Directors intend to raise fund through the equity capital
market which may provide the Company with the financial flexibility for future development
purpose. In this regard, the Directors have also considered from the perspective of
Shareholders’ interest and are aware that fund raising by way of placing shall have a
dilution effect on the shareholding of the existing Shareholders. In view of the prevailing
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market conditions, the Directors consider that raising fund through the Open Offer coutd
serve to enlarge the capital base and is therefore in the best interests of the Company and
the Shareholders. The Directors also consider that the Open Offer may serve to facilitate the
continual development and daily operation of the Group whilst allowing the Group to invest
in any potential investment projects when such opportunities arise. Though the Shareholders
will not have the opportunity to realize the value of nil-paid rights as in a rights issue,
nevertheless, for the avoidance of unnecessary administrative burden and cost in relation to
arranging the trading of nil-paid rights, the Directors consider that the Open Offer is a better
option to raise funds through the equity capital market when compared with a rights issue.

The Company proposes to raise approximately HK$173.4 million, before expenses, by
way of the Open Offer. The estimated net proceeds of the Open Offer, after deduction of
expenses. are expected to amount to approximately HK$170 million and will be applied for
future diversified investment opportunities when suitable projects are earmarked and for
general working capital purpose. The Company intends to apply approximately HK$160
million for future investment projects and the balance of HK$10 million as working capital.
The Company has reviewed various investment projects, such as properties investment in
China, but up to the Latest Practicable Date no negotiation has been finalised yet. Such
negotiations are in preliminary stage and may or may not proceed. Shareholders and
potential investors of the Company are therefore advised to exercise caution when dealing in
the Shares. In the event that the Company cannot earmark any suitable investment upon
completion of the Open Offer, the net proceeds from the Open Offer shall be deposited in
bank temporarily as time deposit.

In view of current favourable economic development, the Directors consider the Open
Offer a good opportunity to raise further capital to broaden the capital base of the Company
while improving the financial position of the Company without loading the Company any
interest burden.

BUSINESS REVIEW AND PROSPECT

2005 was a challenging year. During the year, the manufacturing and export businesses
faced a chaotic environment of rising interest rates, energy costs and gradual rise in
overhead costs in Mainland China, particularly in Pearl River Delta Region.

Turnover of the electronic products division for the year ended 31 December 2005 was
HK3$386.4 million (2004: HK$391.6 million), representing a decrease of HK$5.2 million or
1.3% from that of last year. It was partly due to fierce market competition leading to a drop
in sales volume. Pricing pressure from customers also played its part in bringing down the
turnover. However, the business in production of lithium rechargeable battery parts achieved
another satisfactory result in 2005 and contributed increasing profit to the Group. Gross
profit margin as a whole slightly dropped by 1%. With the implementation of cost saving
exercise, selling and administrative expenses dropped by 4.6% to HK$61.9 million (2004:
HK$64.9 million). The Group remained vigilant in controlling expenses even in tough
environment while honouring the commitment to produce high quality products well known
to the market buyers.
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For the manufacture and sale of printed circuit boards (PCBs), the gross margin of
PCBs to certain business sectors had been reduced as these sectors faced their own
competition requiring price reduction to maintain their competitiveness. Te improve the
situation, starting from second quarter of 2005, the Group decided to scale down the
business volume with these sectors and directed sales focus to other industrial sectors which
can offer higher margin. The slight drop in turnover in this segment mainly reflected start-up
effects in developing new customers base under new direction. Segment loss amounted to
HK$19.7 million (2004: loss HK$18.3 million). The Group will continue to put in capital
investment in order to attract high quality customers for better results.

The optical product segment recorded a segment loss of HK$2.1 million (2004: loss
HK$5.3 million) for the year under review. The business recorded a turnover of HK$64.0
million (2004: HK$174.9 million), representing a decrease of HK$110.9 million or 63.4%
lower than that of last year. As substantial interest in Swank International Manufacturing
Company Limited was disposed of on 3 June 2005, only approximately five-month turnover
was included for the year. Fierce market competition also led to the drop in turnover.

During the vear, a loan agreement amounting to HK$50 million was signed between
Active Base Limited (“Active Base™), a wholly owned subsidiary of the Company and
Moulin Global Eyecare Holdings Limited (“Moulin”), an independent third party. A
debenture was also executed by Moulin in favour of Active Base. In or about June 2005,
Moulin commenced legal proceedings in the High Court against Active Base claiming that
the said loan agreement and debenture were unenforceable. In this regard, ongoing
litigations are expected and the Board will make announcement in due course, For prudence
sake, a provision of HK$45.0 million was made against the loan. As at the Latest Practicable
Date, the pleadings stage had been completed and mutual discovery was made and witness
staternents were also exchanged. The parties are yet to apply for the court directions to set
the case down for trial.

Turnover for trading of listed equity investments amounted to HK$7.3 million (2004:
HK$15.5 million), with segment loss of HK$3.0 million (2004: loss HK$3.6 million).

To seize the rallying sentiments in the Hong Kong property market, the Group disposed
of certain investment properties during the year and with a gain of HK$2.7 million.

The up-trend of US dollar interest rate and the effect of fluctuation in crude oil price
may slow down the overall economy. For electronic products division, the Group has
invested more resources in research and development department and purchase and material
control department by recruiting high caliber experienced staff 10 strengthen the area in
product development, design of new products and the function of purchase and material
consumption. Wireless application and radio-frequency products will remain our major
direction for development. The Board believes that the Group can leverage on its industrial
expertise and experience as well as its competitive advantages to diversify its product range.
With more newly developed products launched, the Group will be better positioned in its
target markets with less price sensitivity and competition and be able to embark on a new
era in the coming year 2006. The Group will also welcome any opportunity in business
co-operation with well-established electronic enterprises in the industry.
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For year 2006, the Group expects increasing demand for PCBs on European market.
With committed input from staff and newly invested capital expenditure, the Group should
be able to capture the opportunity and obtain more high quality sales orders,

With sufficient resources on hand, the Group is constantly looking for quality
investment opportunities, while expecting loan financing business not to be active in 2006.

EFFECTS ON THE SHAREHOLDING STRUCTURE

The following shows (i) the existing shareholding structure of the Company; (ii) the
expected structure immediately after completion of the Open Offer and the Bonus Issue; and
(iii} the expected structure immediately after completion of the Open Offer, the Bonus Issue

and the Share Consolidation,

Scenario I: Assuming all Offer Shares and Bonus Shares are taken up by

Qualitying Shareholders

Immediately after
completion of the

" Immediately after
completion of the
Open Offer, Bonus

Name of Open Offer and Issue and Share
shareholder Existing Shareholding Bonus Issue Consolidation
Number of Number of Number of
Shares % Shares o Shares %

Major Shareholder 175.803,363 61.45 552,524,848 61.45 138,131,212 01.43
Interest of Direciors

(Nore) 2.300.000 0.81 7.228,570 (.81 1,807,142 0.81
The public 107,965,281 37.74 339319461 37.74 84,829,865 37.74
Total 286,068,644 100.00 899,072,879 100.00 224,768,219 100.00

Note: The Directors are Mr. Yau Tak Wah, Paul and Ms. Louie Mei Po.
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Scenario II: Assuming no Offer Shares and Bonus Shares are taken up by
Qualifying Shareholders

Immediately after

Immediately after completion of the
completion of the Open Offer, Bonus
Name of Open Offer and Issue and Share
shareholder Existing Shareholding Bonus Issue Consolidation
Number of Number of Number of
Shares % Sharex %o Shares %
Major Sharcholder 175,803,363 61.45 788,807,598 87.74  197.201.899 87.74
Interest of Directors
{Note) 2.300.000 0.81 2,300.000 0.26 575.000 0.26
The public 107,965,281 37.74 107.965.281 12.00 26,991.320 12.00
Total 286,008,644 100.00 899,072,879 100.00 224,768,219 100.00

Note: The Directors are Mr. Yau Tak Wah, Paul and Ms. Louie Mei Po.

RESTORATION OF PUBLIC FLOAT

As shown under the section headed “Effects on the shareholding structure” above,
immediately upon completion of the Open Offer and the Bonus Issue assuming none of the
Qualitying Shareholders (save for the Major Shareholder) takes up any Offer Share and all
the Offer Shares are taken up by the Major Shareholder pursuant to the Underwriting
Agreement, the public float will drop to 12%.

The Major Shareholder and the Directors undertake that they will put in place
necessary measures to ensure minimum public float is maintained upon completion of the
Open Offer and Bonus Issue. In the event the minimum public float cannot be maintained on
completion of the Open Offer and Bonus Issue, the Major Shareholder will place down part
of the underwritten Offer Shares or dispose the Shares held by it to third parties independent
of the Group and its connected persons (as defined under the Listing Rules) in order to
restore the minimum public float.

In the event that the Company fails to maintain the minimum public float after the
Open Offer and the Bonus lssue for whatever reasons, the Company will inform the
Shareholders by way of an announcement.

The Stock Exchange has stated that it will closely monitor dealings in the shares of the
Company on the Stock Exchange and if, upon completion of the Open Offer and the Bonus
Issue, less than 25% of the Shares are held by the public or if the Stock Exchange believes
that:

- a false market exists or may exist in the trading in the shares of the Company; or

- there are too few shares of the Company in public hands to maintain an orderly
market;
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then it will consider exercising its discretion to suspend trading in the shares of the
Company until a sufficient public float is attained.

Professional Tax Advice Recommended

The Directors consider that there is no tax implication on the Company resulting from
the approval (or otherwise) of the Open Offer and the Bonus Issue. However, the
Shareholders should note that the taxation consequences on them arising from the
subscription for. holding of or dealing in the Offer Shares or the Bonus Shares or otherwise
may differ. since these are particular to their individual circumstances. It is emphasized that
the Directors will not accept responsibility for any tax effects on or liabilities of any person
resulting from the approval {or otherwise) of the Open Offer and the Bonus Issue by the
Independent Shareholders. In particular, any Shareholder who is in any doubt about his/her
own tax position in connection with the Open Offer and the Bonus Issue should consult his/
her own professional adviser(s).

GENERAL INFORMATION

Your attention is drawn to the additional information set out in Appendix I to Il to this
prospectus.

Yours faithfully,
For and on behalf of
Tomorrow International Holdings Limited
Yau Tak Wah, Paul
Chairman
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APPENDIX 1 FINANCIAL INFORMATION ON THE GROUP

1. BUSINESS REVIEW AND PROSPECT

2005 was a challenging year. During the year. the manufacturing and export businesses
faced a chaotic environment of rising interest rates, energy cosis and gradual rise in
overhead costs in Mainland China, particularly in Pearl River Delta Region.

Turnover of the electronic products division for the year ended 31 December 2005 was
HK$386.4 million (2004: HK$391.6 million). representing a decrease of HK$5.2 million or
1.3% from that of last year. It was partly due to fierce market competition leading to a drop
in sales volume. Pricing pressure from customers ulso played its part in bringing down the
turnover. However, the business in production of lithium rechargeable battery paris achieved
another satisfactory result in 2005 and contributed increasing profit to the Group. Gross
profit margin as a whole slightly dropped by 1%. With the implementation of cost saving
exercise. selling and administrative expenses dropped by 4.6% to HK$61.9 million (2004;
HKS$64.9 million), The Group remained vigilant in controlling expenses even in tough
environment while honouring the commitment to produce high quality products well known
to the market buyers.

For the manufuacture and sale of printed circuit boards (PCBs), the gross margin of
PCBs to certain business sectors had been reduced as these sectors faced their own
compeltition requiring price reduction 1o maintain their competitiveness. To improve the
situation, starting from second quarter of 2005, the Group decided to scale down the
business volume with these sectors and direcied sales focus to other industrial sectors which
can offer higher margin. The slight drop in turnover in this segment mainly reflected start-up
effects in developing new customers base under new direction. Segment loss amounted to
HK319.7 million (2004: loss HK$18.3 million). The Group will continue to put in capital
investment in order to attract high quality customers for better results.

The optical product segment recorded a segment loss of HK$2.1 million (2004: loss
HK$5.3 million) for the year under review. The business recorded a turnover of HK$64.0
million (2004: HK$174.9 million). representing a decrease of HK$110.9 million or 63.4%
lower than that of last year. As substantial interest in Swank International Manufacturing
Company Limited ("Swank™) was disposed of on 3 June 2005, only approximately
five-month turnover was included for the yeur. Fierce market competition also led to the
drop in turnover.

During the year. a loan agreement amounting to HKS$50 million was signed between
Active Base Limited ("Active Base™). a wholly owned subsidiary of the Company and
Moulin Global Eyecare Holdings Limited ("Moulin™), an independent third party. A
debenture was also executed by Moulin in favour of Active Base. In or about June 20035,
Moulin commenced legal proceedings in the High Court against Active Base claiming that
the said loan agreement and debenture were unenforceable. In this regard. ongoing
litigations are expected and the Board will make announcement in due course. For prudence
sake. a provision of HK$45.0 million was made against the loan. As at the Latest Practicable
Date, the pleadings stage had been completed and mutual discovery was made and witness
statements were also exchanged. The parties are yet to apply for the court directions to set
the case down for trial.
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Turnover for trading of listed equity investiments amounted to HK$7.3 million (2004:
HK$15.5 million), with segment loss of HK$3.0 million (2004: loss HK$3.6 million).

To seize the rallying sentiments in the Hong Kong property market, the Group disposed
of certain investment properties during the year and with a gain of HK$2.7 million.

The up-trend of US dollar interest rate and the effect of fluctuation in crude oil price
may slow down the overall economy. For electronic products division. the Group has
invested more resources in research and development department and purchase and material
control department by recruiting high caliber experienced staff to strengthen the area in
product development, design of new products and the function of purchase and material
consumption. Wireless application and radio-frequency products will remain our major
direction for development. The Board believes that the Group can leverage on its industrial
expertise and experience as well as its competitive advantages to diversify its product range.
With more newly developed products launched, the Group will be better positioned in its
target markets with less price sensitivity and competition and be able to embark on a new
era in the coming year 2006. The Group will also welcome any opportunity in business
co-operation with well-established electronic enterprises in the industry.

For year 2006, the Group expects increasing demand for PCBs on European market.
With committed input from staft and newly invested capital expenditure, the Group should

be able to capture the opporiunity and obtain more high quality sales orders.

With sufficient resources on hand., the Group is constantly looking for quality
investment opportunities, while expecting loan financing business not to be active in 2006.
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2. SUMMARY FINANCIAL INFORMATION
A summary of the results of the Group for the last three financial reporting years and
of its assets and liabilities, at the respective financial reporting year end dates, as extracted

from the published audited financial statements of the Group, is set out below,

Year ended 31 December

2005 2004 2003
HK$ 000 HK$ 000 HK3$'000
(restated)
RESULTS
TURNOVER 553.871 691,136 722,782
(LOSS)Y/PROFIT AFTER FINANCE COSTS (5,005) 20,598 2,808
Share of profits less losses of associates 1,997 2.791 1,727
{LOSS)PROFIT BEFORE TAX (3.008) 23.389 4,535
Taxation (1.520) {452) (1.778)
{LOSSYPROFIT BEFORE MINORITY INTERESTS {4.528) 22937 2,757
Minority interests 9.307 5.758 8,941
PROFIT FOR THE YEAR ATTRIBUTABLE TO
EQUITY HOLDERS OF THE COMPANY 4,779 28.695 11,698
Earning per Share
Basic (HK$ cent) 1.67 10.03 4.09
Diluted N/A N/A N/A
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Year ended 31 December

2005 2004 2003
HK$ 000 HK S 000 HK$ 000
(restated)
ASSETS AND LIABILITIES
FIXED ASSETS 113,485 171,530 185,769
INVESTMENT PROPERTIES 28.750 83.000 -
NEGATIVE GOODWILL - (27.284) (40.346)
INTERESTS IN ASSOCIATES 156.892 37.220 35,581
PREPAID RENTAL 1,903 2.640 3.377
RENTAL DEPOSITS - - 388
DEFERRED PRODUCT DEVELOPMENT COSTS 6,819 5.861 4,783
LOANS RECEIVABLE 1,000 2,000 -
AVAILABLE-FOR-SALE FINANCIAL ASSETS 27,364 - -
CURRENT ASSETS 594,650 635.798 725,510
TOTAL ASSETS 030.863 920.765 915,062
CURRENT LIABILITIES 132,044 155,907 191,046
PROVISION FOR LONG SERVICE PAYMENTS 570 949 1,243
DEFERRED TAX 2,053 3,122 1,433
TOTAL LIABILITIES 134,667 159,978 193,722
NET ASSETS 796.196 760.787 721,340

Comparative figures for the year ended 31 December 2004 have been restated to reflect
the adoption of the new/revised HKFRS which is effective for uaccounting periods
commencing on or after 1 January 2005. The comparative figures for the year ended 31
December 2003 has not been restated as the directors are of the opinion that it is
impracticable to do so.
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3. AUDITORS’ REPORT AND FINANCIAL STATEMENTS OF THE COMPANY

Set out below are the full texts of the auditors’ report and the audited financial
statements of the Group for the year ended 31 December 2005 as extracted from the 2005
annual report of the Company. Reference to page numbers in the auditors’ report is to the
page numbers of the 2005 annual report of the Company.

CCIF

GCIF CPA LIMITED

37/F Hennessy Centre
500 Hennessy Road
Causeway Bay Hong Kong

AUDITORS’ REPORT TO THE SHAREHOLDERS OF
TOMORROW INTERNATIONAL HOLDINGS LIMITED
(Incorporated in Bermuda with Limited Liability)

We have audited the financial statements on pages 20 to 77 which have been
prepared in accordance with accounting principles generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The Company’s directors are responsible for the preparation of financial
statements which give a true and fair view. In preparing financial statements which
give a true and fair view, it is fundamental that appropriate accounting policies are
selected and applied consistently.

It is our responsibility to form an independent opinion, based on our audit, on
those financial statements and to report our opinion solely to you, as a body, and for
no other purpose. We do not assume responsibility towards or accept liability to any
other person for the contents of this report.

BASIS OF OPINION

We conducted our audit in accordance with Statements of Auditing Standuards
issued by the Hong Kong Institute of Certified Public Accountants. An audit includes
examination, on a test basis, of evidence relevant to the amounts and disclosures in the
financial statements. It also includes an assessment of the significant estimates and
judgements made by the directors in the preparation of the finuncial statements, and of
whether the accounting policies are appropriate to the circumstances of the Company
and the Group, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and

explanations which we considered necessary in order to provide us with sufficient
evidence to give reasonable assurance as to whether the financial statements are free
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from material misstatement. [n forming our opinion we also evaluated the overall
adequacy of the presentation of information in the financial statements. We believe that
our audit provides a reasonable basis for our opinion.

OPINION

In our opinion the financial statements give a true and fair view of the state of
affairs of the Company and of the Group as at 31 December 2005 and of its loss and
cash flows of the Group for the year then ended and have been properly prepared in
accordance with the disclosure requirements of the Hong Kong Companies Ordinance.

CCIF CPA Limited
Certified Public Accountants
Hong Kong, 13 April 2006

Choi Man On, Andy
Practising Certificate Number PO2410
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CONSOLIDATED INCOME STATEMENT
Year ended 31 December 2005

TURNOVER
COST OF SALES

GROSS PROFIT

Other revenue

Negative goodwill recognised as income

(Loss)/Gain on disposal of properties held for sale

Gain on disposal of controlling interest in Swank

Gain on disposal of partial interest in Swank

Gain on disposul of investment properties

Reversal of previous revaluation deficits of
leasehold buildings. net

Write back of over-provision against properties
held for sale

Gain on disposal of interests in associates

Net loss arising from fair value change of
investment properties

Distribution costs

Administrative expenses

Other operating expenses

PROFIT FROM OPERATING ACTIVITIES
Impairment loss on a loan receivable
Share of profits less losses of associates

{LOSS)/PROFIT BEFORE TAXATION
TAXATION
(LOSSYPROFIT FOR THE YEAR

Attributable to:
Equity holders of the Company
Minority interests

Earnings per share for profit attributable to the

equity holders of the Company during the year

Basic

Diluted

Note

8

36

10
25

13

14

2005 2004
HK$ 000 HKS$ 000
553.871 691,136
(473.975) (599.715)
79.896 91,421
26,196 14,089
- 13,062
(143) 3,900
42.244 -
- 8.458
2.715 —
5.270 3,346
200 3,150
- 10.900
(490 -
(18.359) (24,050)
(94.712) (102.958)
(2.822) (720)
39.995 20,598
(45.000) -
1,997 2,791
(3.008) 23,389
{1.520) (452)
(4.528) 22,937
4779 28.695
(9.307) (5.758)
(4.528) 22,937
1.67 cents 10.03 cents
N/A N/A

The notes on pages 27 to 77 form an integral part of these financial statements.
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CONSOLIDATED BALANCE SHEET
31 December 2005

ASSETS

Non-current assets
Property. plant and equipment
Leasehold land and land wse rights
Investment properties
Negative goodwill
[nterests in associates
Prepaid rental
Deferred product development costs
Available-for-sale financial assets
Loans receivable

Current assets
Cash and cash equivalents
Properties held for sale
Short term investments
Financial assets at fair value through profit or loss
Inventories
Accounts receivable
Bills receivable
Loans receivable
Interest receivable on loans
Prepayments, deposits and other receivables

LIABILITIES

Current liabilities
Accounts payable
Amounts due to associates
Other payables and accruals
Tax payable

Net current assets

Total assets less current liabilities
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Note

1)
17
18
19
21
22
23
24
25

26
27
28
28
29
30

25

31

32
21

2005 2004
HKS$'000  HKS$'000
103,178 160,971
10,307 10,559
28,750 93,000
- (27.284)
156,892 37,220
1,903 2,640
6.819 5.861
27.364 -
1.000 2.000
336213 284,967
396,775 397.724
6,200 6.000
- 7.491
2 465 -
67,540 89,410
62,892 115,889
- 574
6.046 1,067
12 19
52,720 17.624
594,650  635.798
71.658 92.704
- 12,647
40,017 30,423
20.369 20,133
132,044 155907
462,606 479,891
798,819  764.858
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2005 2004
Note HK$'000 HK$'000

Non-current liabilities

Provision for long service payments 33 570 949
Deferred tax liabilities 34 2,053 3,122
2,623 4,071

NET ASSETS 796,196 760,787

CAPITAL AND RESERVES
Issued capital 35 2,861 2.861
Reserves 38(a) 781,252 736,790

Equity attributable to equity holders of the

Company 784,113 739,651
Minority interests 12.083 21,136
Total equity 796,196 760,787

Approved and authorised for issue by the board of directors on 13 April 2006.

On behalf of the board

Yau Tak Wah, Paul Louie Mei Po
Director Director

The notes on pages 27 to 77 form an integral part of these financial statements.
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BALANCE SHEET
31 December 2005

2005 2004
Note HK3'000 HK$ 000

ASSETS

Non-current assets
Property. plant and equipment 16 7 27
Interests in subsidiaries 20 350,360 331,772

350.367 331,799

Current assets

Prepayments. deposits and other receivables 980 853
Tax recoverable 14 14
Cash and cash equivalents 26 264,062 276,973

265,056 277,840

LIABILITIES
Current liabilities

Other payables and accruals 1,889 1,606
Net current assets 263,167 276,234
Total assets less current liabilities 613,534 608,033
Non-current liabilities

Provision for long service payments 33 230 230
NET ASSETS 613,304 607,803

CAPITAL AND RESERVES

lssued capital 35 2.861 2,861
Reserves 38&(b} 610,443 604,942
Total equity 613,304 607,803

Approved and authorised for issue by the board of directors on 13 April 2006

On behalf of the board

Yan Tak Wah, Paul Louie Mei Po
Director Director

The notes on pages 27 to 77 form an integral part of these financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
Year ended 31 December 2005

Attrihutable to equity kolders of the Company

Revuluation
Teserve for
available-
Fxchange Capital  Property  Investment for=sale
Share Share flocwuaticn  Capital Cootributed redemption revalvation  property financial Retained Minority Total
capital premium reserve  reserve surplus reserve reserve reserve assets  profits Total interests  equity
HES000 KHKE000  HES'000 HKS'000  HKS000  HES'O00  AKS000  ANSU00 HES'000 HKS000 ARS'000 HES'000  HKE'000
As 31 December 2003 and
1 January 2004
- 25 previously reported 861 200,356 [ YE] 801 283.208 " - - - 208138 698215 23026 721341
- opening adjustments for
the adoption of
HKAS 17 - - - - - - - - - 4310 1310 - 4310
As restated 2861 200336 1474 80t 2§3.208 n - - - NS 02525 232 72563
Arising from revaluation of
investment properiies - - - - - - - 7963 - - 1963 - 7.963
Increase in fair valuce of
available-for-sale financial
assets - - - - - - - - - - - -
Exchunge realignment - 468 - - - - - - - 468 Ell 449
Net rains and losses not
recognised in the iacome
stalements - 468 - - - - 1963 - - LEX] 3 ¥.462
Partial disposal of
subsidtaries - - - - - - - - - - ENED) kNS
Net profit/(loss) for the vear - - - - - - - - - I1R.695 18095 (3.758y 12937
At 31 December 20{4 and
1 January 2005 2861 200.556 1,942 501 RERRIL) 7 - 7.963 - 223 TS 21136 760787
- Opening adjustments for
the adoption of
- HEAS 30 - - - - - - - (7.963) - 18963 - - -
- HKFRS 3 - - - - - - - - - 1 2030 234 184
As restated 2E61 200,556 1.942 80 183,208 77 - - - 26 TeR6RL 21390 788071
Arising from revaluation of
leasehold buildimgs - - - - - - & - - - 6 _ 6
Increase in fair value of
available-fur-sale finuneial
ssels - - - - - - - - 15620 - 15820 - 15620
Exchange realignment - - (2973} - - - - - - - 287y - 29
Net gains and fosses nol
recognised {n the income
statement - - (2973 - - - b - 15.620 - 1268 - 12653
Net profitifloss) for the year - - - - - - - - - 4,719 1179 19.307)  4.52%)
AL 3| December 2005 2361 200.556 (1.031) 801 183208 77 ] - 15620 282005 78413 1208F  961%
Share capiral and reserves
retained by:
Cempany and its subsidiaries 2861 200556 (L031) 801 283.208 " 6 - 15630 282005 T8LII3 12083 796,196
Assoclates - - - - - - - - - - - - -
AL 31 December 2003 2361 200556 (1.031) 801 283.203 n [ - 15620 282015 784113 12083 296196
Company and its subsidiaries 2861 200,556 1942 301 283.208 7 - 1363 - 23307 TI0NET 0 .36 751613
Axsociates - - - - - - - - %164 9164 - 8.164
At 31 December 2004 2861 200556 1542 201 283.203 n - 1.963 - M2243 TMaASl M6 760787
The notes on pages 27 to 77 form an integral part of these financial statements.
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CONSOLIDATED CASH FLOW STATEMENT
Year ended 31 December 2005

2005 2004
Note HK$ 000 HK$ 000

(LOSS)/PROFIT FROM ORDINARY

ACTIVITIES BEFORE TAXATION (3,008) 23,389
Adjustments for:

Reversal of previous revaluation deficits of

leasehold buildings, net (5,270) (3.346)
Write back of provision against properties held

for sale (200) (3,150}
Share of profits less losses of associates (1,997) (2,791)
Bank interest income (9,025) (1,575)
Other interests earned (7,102) -
Dividend income from short term investments (106) (363)
Negative goodwill recognised as income - (13,062)
Gain on disposal of controlling interest in Swank (42,244) -
Gain on disposal of partial interest in Swank - (8,458)
Gain on deregistration of subsidiaries (2,973) -
Gain on disposal of interest in associates - (10,900)
Loss/(gain} on disposal of properties held for sale 143 (3.900)
Depreciation 26,539 35,347
Amortisation of leasehold land and land use rights 252 252
Amortisation of prepaid rental 737 737
Amortisation of deferred product development

CcOsts 1,641 1,421
Write back of provision for impairment loss on

accounts receivable - (1,090
Provision against inventories 1,190 289
Provision for impairment loss on a loan receivable 45,000 -
Loss/(gain) on disposal of fixed assets 44 21
Exchange difference - (184)
Gain on disposal of short term investments (72) -
Gain on disposal of investment properiies (2,715) -
Net loss arising from fair value change of

investment properties 490 -

Operating profit before working capital changes 1,324 12,595

Additions to deferred product development costs (2,599) (2.499)
(Increase)/decrease in balances with associates, net (2,183) 3,648
Decrease/(increase) in short term investment 4,122 (7,491)
Decrease in accounts receivable 9,081 25,617
Decrease in bills receivable 574 1,307
(Increase)/decrease in loans receivable (48,979) 9,254
{Decrease)/increase in interest receivable on loans 7 @)
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(Increase)/decrease in prepayments, deposits and
other receivables

Increase in inventories

Decrease in accounts payable

Increase/(decrease) in other payables and accruals

Decrease in provision for long services payments

Cash (used)/generated from operations
Interest received
Income tax paid

NET CASH (OUTFLOW)/INFLOW FROM

OPERATING ACTIVITIES

INVESTING ACTIVITIES

Dividend received from short term investments

Purchase of property, plant and equipment

Purchase of investment properties

Net cash outflow from disposal of controlling
interest in Swank

Proceeds from disposal of partial interest in Swank

Proceeds from disposal of investment properties

Purchase of available-for-sale financial assets

Proceeds from disposal of short term investments

Purchase of properties held for sale

Proceeds from disposal of properties held for sale

Proceeds from disposal of fixed assets

Refund of rental deposit

Dividends received from associates

Proceeds from disposal of interests in associates

NET CASH INFLOWAOUTFLOW) FROM

INVESTING ACTIVITIES

NET DECREASE IN CASH AND CASH

EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING

OF YEAR

CASH AND CASH EQUIVALENTS, END OF

YEAR

2005 2004
Note HK§'000 HK§$ 000
(20,156} 12,417
(6.542) (11,789
(683) (26,571
19,508 (7,199)
- (294)
(46,526) 8,988
9,025 1,575
(1.503) (1.687)
(39,004) 8,876
106 363
(9.632) (13,956}
(6,740 (83,348)
36 (8,526} -
- 12,088
73,215 -
(F1,744) -
976 -
(5,870} (9.683)
5,727 16,433
543 274
- 388
- 5,000
— 4,700
38.055 (67,741)
(949)  (58,865)
397,724 456,580
396,775  397.724

The notes on pages 27 to 77 form an integral part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENT
31 December 2005

BASIS OF PREPARATION
a) Principal activities

The principal scuvity of the Company is investment holding. During the vear, the Group's
principal activities consisted of the design development. manufaciure and sale of clectronic products,
the manufacture and sale of printed circuit boards ("PCBs™}, the trading and distribution of electronic
companents and parts, the trading ot listed equily investments, the provision of loan financing, and
the manufacture and sale of optical products. There were no significant changes in the nature of the
Group's principal activities during the vear.

h) Basis of consolidation

The Group flinancial statements include the financial statements ol the Company and its
subsidiaries for the year ended 31 December 2005, The results of the subsidiaries acquired or
disposed of during the year are consolidated from or to their effective dates of uacquisition or
disposul, respectively. All significant intercompany transactions and balances within the Group are
eliminated on consolidation.

The gain or loss on the disposal of o subsidiary represents the difference between the proceeds
of the sale and the Group's share of its net assets together with any goodwill or capital reserve which

was not previously charged or recognised in the consolidated income statement.

Minorily interests represent the interests of outside sharcholders in the resolts and net assets of
the Company’s subsidiaries.

CHANGES IN ACCOUNTING POLICIES

In the current year. the Group has adopted, tor the fiest time, 2 number of new Hong Kong Financial

Reporting  Standurds (*“HKFRSs™), Hong Kong Accounting Standards (“HKASs™) and Interpretations
(hereinatter collectively referred to as “new HKFRSs™) issucd by the Hong Kong Institute of Certified
Public Accountants ("HKECPA™) that are relevant to its operations. This includes the following new, revised
and renamed standurds:

HKAS 1 Presentation of Financial Statements

HKAS 2 [nventories

HKAS 7 Cash Flow Statements

HKAS 8 Accounting Policies, Changes in Accounting Estimates and Errors
HRKAS 10 Events after the Balance Sheet Date

HKAS 12 Income Tuxes

HKAS 14 Scgment Reporting

HKAS 16 Property, Plant and Equipment

HKAS 17 Leases

HKAS 18 Revenue

HKAS 19 Employee Benefits

HKAS 21 The Effects of Changes in Foreign Exchange Rates
HKAS 23 Borrowing Caosts

HKAS 24 Related Party Disclosures

HKAS 27 Consolidated and Scparate Financial Statements
HKAS 32 Financial Instruments: Disclosures and Presentation
HKAS 33 Earnings Per Share

HKAS 36 Impairment of Assels

HKAS 37 Provision, Contingent Liabilities and Contingent Assets
HKAS 338 Intangible Assects

HKAS 39 Financial Instraments: Recogaoition and Measurement
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HKAS 39 Transition and Initial Recognition of Financial Assets and Financial Liabilities
(Amendment)

HKAS 40 Investment Properties

HKAS-Int IS5 Operating Leascs-Incentives

HKAS-Im 21 Incame taxes-recovery of revaluaied non-depreciable assets

HKFRS 2 Sharc-based Payments

HKFRS 3 Business Combinations

HKFRS 4 Insurance Contracts

The adoption of new/revised HKASs 1, 2, 7. 8, 10, 12, 14, 16, 18, 19, 21, 23, 24, 27, 33, 37,
HKAS-Int 15, HKFRSs 2 and 4 did not result in substantial changes to the Group’s accounting policies. In
summary:

- HKAS 1 has affected the presentation of minority interest and other disclosures.

- HKASs 2, 7, 8, 10, 12, 14, 16, 18, 19, 23, 27, 33, 37. HKAS-Int |5 and HKFRSs 2 and 4 had
no malerial effect on the Group’s policies.

- HKAS 21 had no material effect on the Group's policy. The functional currency of each of the
consolidated entities has been re-cvaluated based on the guidance to the reviscd standard.

- HKAS 24 has affected the identification of related parties and some other related-party
disclosures.

a) HKAS 17 Leases

The adoption of HKAS §7 has resulted in a change in accounting policy relating to leasehold
land. Leaschold land was previously included in leasehold properties which are stated at fair velue. In
accordance with the provisions of HKAS 17, leasehold properties are split into a lease of land and a
lease of building in proportion 1o the relative fair values of the interests in the land element and the
building element of the lease at the inception of the lease. The lease premium lor leasehold land is
stated at cost and amortised over the period of the lease. HKAS 17 has been applicd retrospectively.

Building portion of freehold and leasehold properties was previously stated at fair value.
Following the adoption of HKAS 17 where leasehold land is subject to amortisation, the accounting
policy on building is changed and buildings are now stated af valuation less accumulated depreciation
and impairment. This change in accounting policy has heen applied retrospectively.

b) HKAS 4¢ Investment Properties

In prior years, the Group stated ils investment properties at valuation and recorded the increase
in valuation to the investment properties revaluation reserve. Dacreases in the valuation were first set
off against increascs on carlier valuations on a portfolio basis and thereafter are expensed in the
income statement. Moreover, investment propertics held on leases with unexpired period of 20 years
or less were depreciated over the remaining period of the lease.

The adoption of HKAS 40 hus led to the changes in the fair value of investment properties
being recorded in the income statement and the investment propertics arc no longer subject 1o
depreciation where the unexpired periods of the lcasc are 20 ycars or less.

HKAS 40 is applied prospectively from | January 2005. Under the transitional provision of
HKAS 40, the amount held in the investment property reserve at | January 2005 has been trunsferred
to the Group's retained profits.
¢) HEKAS-Int 21 Income taxes - recovery of revaluated non-depreciable assets

The adoption of revised HKAS-Int 21 has resulted in a change in the accounting policy

relating to the deferred taxation of the Group’s investment property. In accordance with the provision
of HKAS-Int 21, the deferred tax liabilities arising from the revaluation of investment properties is
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measured on the basis of ax conseyuences that would follow from recovery of the carrying amount
of that asset through use, In prior years, the carrying amount of that asset is expecied to be recovered
through sale. The charge in accouming policy has been applied retrospectively.

d) HKAS 32 Financial Instruments: disclosure and presentation and HKAS 39 financial
instruments: recognition and measurement

HKAS 32 and HKAS 39 eswsblish principles for disclosurc. presentation. recognition and
measurement of financial instruments, including non-derivative financial asscts, non-derivalive
financial liabilities and derivative instruments for hedging activities. The Group has adopted HKAS
32 and HKAS 39 prospectively from | January 2005.

Under HKAS 39, financial assets are classified as “financial asses at fair value through profit
or toss”, “available-for-sale (inancial assets™, “loans and receivables™. or “held-to-maturity financial
assets™. “Financial assets at fair value through profit or loss™ and “available-for-sale financial assets™
are carried at fair value. with changes in fair values recognised in the income statement and equity
respectively. Available-for-sale equity investments that do not have quoted market prices in an active
market and whose fair value cannot be reliably measured and derivatives that are linked 10 and must
be seuled by delivery of such unguoted equity instruments are measured ai cost less impairment afier
initial recognition. “Loans and receivables™ and “held-to-maturity financial assets™ are measured at
amortised cost using the effective interest method after initial recognition,

) HKFRS 3 Business combinations: HKAS 36 impairment of assets and HKAS 38 intangible
assels

The adoption has resuited in a change in accounting policy for goodwill. Goodwill was
previously amortised on a straight-line basis over a period not exceeding 20 years, and assessed for
impairment at ¢ach balance sheet date.

Under HKFRS 3, goodwill is no longer amortised. Instead, it is tested for impairment annually,
or mote frequently, it events or changes in circumstances indicate a possible impairment. Any excess
of Tair value of assets and liabilities acquired over cost is recognised immediately as income under
HKFRS 3. However. HKFRS 3 requires, if an entity previously recognised goodwill as a deduction
from equity, it shall not recognise that goodwill in the income statement when it disposes of all or
part of the business to which that goodwill relates or when a cash-generating unit to which the
goodwill relates becomes impaired. There is no transitional arrangement for goodwill which has
previously been eliminated against reserves as a matter of accounting policy.

HKFRS 3 is applied prospectively from | January 2005. Under the transitional provision of
HKFRS 3, the Group has to cease amortisation of goodwill from | January 2005, and the negative

goodwill previously recognised has to be derccognised as at 1 January 2005, with a corresponding
adjustment 1o the opening retained profits,

) New standards or interpretations that have been issued bat are not yet effective

The Group hus not carly adopted the following Standards or interpretations that have been
issued but are not yet effective. The adoption of such Standards and Interpretations will not result in
substantial changes to the Group's accounting policies.

HKAS 1 (Amendment) Capital Disclosures
HKAS 19 (Amendment) Employee Benefits — Actuarial Gains and Losses, Group
Pluns and Disclosures
HKAS 39 (Amendment) The Fair Value Option
HKAS 3% & HKFRS 4 Financial Instruments: Recognition and Measurement and
{(Amendment) Insurance Contracts - Financial Guarantee Contracts
HKFRS 7 Financial Instruments — Disclosures
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KX SUMMARY OF THE EFFECTS OF THE CHANGES IN ACCOUNTING POLICIES

a)

Effect on the consolidated income statement for the year ended 31 December 2005 and

2004

Year ended 31 December
2005

Increase in depreciation of
property, plant and
equipment

Decrease in amortisation
of leasehold land and
land use rights

Decrease in negative
goodwill recognised as
income

Decrease in reversal of
previous revaluation
deficits of leaschold
buildings, net

[ncrease in net Joss arising
from fair value change
of investment properties

[ncrease in deferred
taxation in relaticen to
fair value gains of
investment properties

Decrease in deferred
taxuation in relation to
disposal of investment
properiies

Decrease in prolit for the
year

Atiributable to:
Equity holders of the
Company
Minority interests

Effect of adopting
HEKAS- HKASs

HKAS 17 HKAS 40 Int 21 32/39  HKFRS 3 Total
HKS'000  HKS'O00  HKS060 HKS000  HKSO000 HKS'000
(418) - - - - {418)

97 - - - - 97

- - - - {13.062)  (13.062)

(6 - - - - (6

- (490) - - - {490)

- - (620) - - (620)

- - 1,689 - - 1,689

{327) {490) 1,069 - (13.062)  (12.810)
(32n {490) 1.069 - (12.954)  (12.702)

- - - - (108) (108)

(327 {490) 1069 - (13.062)  (12.810)
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Effect of adopting
HKAS- HKASs
HKAS 17 HKAS 40 Int 21 32/39  HKFRS 3 Total
HKS 000 HK$'000  HK$'000 HK$000 HKS'000 HKS 000

Year ended 31 December

2004
Increase in depreciation of

property. plant and

equipment (333 - - - - (333)
Decrease in amortisation

of leasehold land and

land use right 4 - - - - 14
Decrease in reversal of

previous revaluation

deficits of leaschold

buildings, net (1497) - - - - (1.497)

Decrease in profit for the
year (1.816) - - - - (1.816)

Autributable 10
Equity holders of the
Company (1.816) - - - - (1.816)
Minority intercsts - - - - - -

{1.816) - - - - {1.816)
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b) Effect on the consolidated balance sheet as at 31 December 2005 and 2004

Effect of adopting
HKAS- HKASs
HKAS 17 HKAS 40 Int 21 32/3 HKFRS 3 Total
HK3'000 HK$'000 HKE'000 HKS000 HK$'000  HK$ 000

As at 31 December 2005
[ncrease/{decrease} in:

Assets
Intangible assets - - - - 27,284 27,284
Availabic-for-sale
financial assets - - - 15.620 - 15,620
Propenty, plant and
cquipment {418) - - - - {418)
Leasehold land and land
use rights 97 - - - - 97
Liahilities
Deferred 1ax liabilities - - 1,069 - - 1.069
(321 - 1,069 15.620 27.284 43652
Equity
Property revaluation
reserve 6 - - - - 6

[nvestment property

reserve - (7.473) - - - (7.473)
Revaluation reserve for

available-for-sale

financial asseis - - - 15,620 - 15.620
Retained profits (327 7,473 1.069 - 27,030 35.245
Minority interests - - - — 254 254

(321) - 1.069 15.620 27.284 43,652
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4.

Effect of adopting
HKAS- HKASs
HKAS 17 HKAS 40 Int 21 32/39  HKFRS 3} Total
HKS 000 HK$'000  HK$000 HK$'000 HK$'000  HK3'000

As at 31 December 2004
Increasef/(decrease) in:

Assets
Property, plant and
equipment (8.440) - - - - (8.440)
Leasehold land and land
use rights 10,559 - - - - 10,559
Liabilities
Deferred 1ax liabilities - - (1.689) - - (1,689)
2,119 - (1.689) - — 430
Equity
Property revaluation
reserve (375 - - - - (3753
[nvestment property
reserve - - (1,689} - - {1,689}
Retained profits 2,494 - - - - 2,494
2,119 - {1,689} - - 430

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared in accordance with HKFRSs issued by the HKICPA and

the disclosure requirements of the Companics Ordinance. The financial statements are prepared under the

histori

cal cost conventien as modified by certain properties and financial instruments, which are measured

at revalued amounts or fair values. These financial statements alse comply with the applicable disclosure
provisions of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange™. A summary of the principal accounting policics adopied by the Group is set out

below.

a) Subsidiaries

A subsidiary is a company in which the Group or Company, directly or indirectly, controls
more than half of its voling power or issued share capital or conirols the composition of its board of
directors. Subsidiaries are considered to be controlled if the company has the power, directly or
indirectly, to govern the financial and operating policies, so as to obtain benefits from their activities.

Investments in subsidiaries in the balance sheet are stated at cost less provision, if necessary,
for any permanent diminution in value. The results of subsidiaries are accounted io the extent of
dividends received and receivable.

Intra-group balances and transactions, and any unrealised profits arising from intra-group
transactions, are eliminated in full in preparing the consolidated financial statements. Unrealised
losses resulting from intra-group transactions are climinated in the same way as unrealised gains, but
only to the extent that there is no evidence of impairment.

b) Joint venture companies
A joint venture company is a company set up by contractual arrangement, whereby the Group

and other parties undertake an economic activity, The joint venture company operates as a separale
cntity in which the Group and the other parties have an interest.

— 46 —
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The joint venture agrecment between the venturers stipulates the capital contributions of the
joint venture partics, the duration of the joint venture and the basis on which the assets are 1o be
rcalised upon its dissolution. The profits and losses from the joint venture company’s operatiens and
any distributions of surpius assets are shared by the venturers, either in proportion to their respective
capital contributions, or in accordance with the terms of the joint venturc agrecment.

A joint venture company is treated as:

i) a subsidiary. if the Group has unilateral control, directly or indirectly, over the joint
venture company;

i) an associate, if the Group doees not have unilateral or joint control. but holds. directly or
indirectly, generally not less than 20% of the joinl venturc company’s registered capital
and is in a position to exercise significant influence over the joint venture company;

iiiy  a jointly-controlled entity. if the Group does not have unilmeral control, but has joint
control, directly or indirectly, over the joint venture company; and

iv) a financial asset. if the Group holds, directly or iadirectly, less than 20% of the joint
venturc company’s regisiered capital and bas neither joint control of, nor is in u position
to exercise significant influence over. the joint venture company.

c} Associates

An associale is o company in which the Group or the Company has significant influence and
which is neither a subsidiary nor a joint venture of the Group or the Company.

The investments in associates are stated at cost less impairment losses. The results of
associates are accounted for to the extent of dividends received and receivable,

The investments i associates are accounted for in the consolidated balance sheet under the
equity method whereby the investments are initially recorded at cost und adjusted thereafier for the
post acquisition change in the Group’s or the Company’s share of net assets of the associates. The
results of the associates are accounted for in the consolidated income statement to the extent of the
Group's or the Company’s share of the associates’ results of operation. However, when the Group’s
share of losses in un associate equals or exceeds ils interest in the associate. the Group does not
recognisc further losses. unless it has incusred obligations or made payments on behalf of the
associate.

d) Goodwill

Goodwill represents the excess of the cost of a business combination or an investment in an
associate or a jointly controlled entity over the group’s interest in the net fair value of the acquiree’s
identifiable assets, liabilities and contingent liabilitics.

Goodwill is stated at cost less accumulated impairment losses. Goodwill is allocated to
cash-generating units and is tested annually for impairment. In respect ol associates or jointly
controlled entities, the carrying amount of goodwill is included in the carrying amount of the interest
in the associate or jointly controlled entity.

Any excess of the group's interest in the net fair value of the acquiree’s identifiuble assets,
liabilities and contingent liabilities over the c¢ost of a business combination or an investment in an
associate or a jointly controlled entity is recognised immediately in the income statement,

On disposal of a cash gencrating unit, an associste or jeintly controlled cntity during the year,

any attribulable amount of purchased goodwill is included in the calculation of the profit or loss on
disposal.
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e) Investment property

Investment properties are land and buildings which are owned or held under a leasehold
interest to earn rental income and/or for capital appreciation. These include leasehold [and held for a
currently undetermined future use.

Investment propertics are stated in the balance sheet at fair value. Any gain or loss arising
from a change in fair value or from the retirement or disposal of an investment property is
recognised in the income statement.

f) Property, plant and equipment and depreciation

Property. plant and equipment arc stated at cost or valuation less accumutated depreciation and
any impairment losses.

The cost of an asset comprises its purchase price and any directly attributable costs of bringing
the asset 1o its working condition and location for its intended wse. Expenditure incurred after the
fixed asscts have been put into operation, such as repairs and maintenance, is normally charged to the
income statement in the period in which i1 is incurred. In situations where it can be clearly
demonstrated that the expenditure has resulted in an increase in the future economic benefits
expected to be obtained from the use of the asset, the expenditure is capitalised as an additional cost
of the asset.

Depreciation is calculated on the straight-fine basis to write off the cost or valuation of each
asset over its estimated wseful life. The principal annual rates used for this purpose are as follows:

L.caschold buildings 4%
Leaschold improvements 5 - 50%
Plant and machinery 6.67 - 20%
Furniture, fixtures and office cquipment 10 - 20%
Motor vehicles 20%

Changes in the values of property, plant and equipment resulting from revaluations are dealt
with, on an individual asset basis, as movements in the assct revaluation reserve. Deficits arising
from revaluation, to the extent they cannot be offsct against the revaluation surplus in respect of the
same asset, are charged 1o the income statement. Any subsequent revaluation surplus is credited to
income statement (o the extent of the deficit previously charged.

The gain or loss on disposal or retirement of a property, plant and equipment recognised in the
income statement is the diffcrence between the net sales procceds and the carrying amount of the
relcvant assct. On disposal or retirement, the attributable revaluation surplus not previously dealt with
in retained profits is transferred directly to retained profits.

2) Impairment of assets

The Group’s goodwill, other intangible assets and property. plant and equipment are subject to
impairment tlesting.

For the purposcs of assessing impairment, assets are grouped at the lowest levels for which
there arc separately identifiable cash flows (cash-generating units). As a result, some assets arc lested
individually for impairment and some are tested at cash-generating unit level, Goodwill in particular
is allocated 1o those cash-generating units that are expected to benefit from synergies of the related
busincss combination and represent the lowest level within the Group at which management controls
the related cash flows.

[ndividual assets or cash-generating units that include goodwill and other intangible assets with
an indefinite useful life of those not yet available for use are tested for impairment at least annually,
All other individual assets or cash-generating units arc tested for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable.
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An impairment loss is recognized for the amount by which the asset’s or cash-generating unit’s
carrying amount exceeds its recoverable amount, The recoverable amouni is the higher of fair valuc,
reflecting market conditions less costs to sell and value in usc, based on an internal discounted cash
flow evaluation. Impairment losses recognised lor cash-gencrating units, to which goodwill has been
allocated, are credited initially 1o (he carrying amount of goodwill. Any remaining impairment loss is
charged pro rata to the other assets in the cash generating unit.

All assets other than goodwill that suffered @n impairmem are reviewed for possible reversal of
the impairment at each reporting date.

h) Properties held for sale

Properties held for sale are stated at the lower of carrying amount and net realisuble valuc.
Carrying amount is the lower of cost less impairment losses and valuation.

i) Research and development costs
All research costs are charged 10 the income statcment as incurred.

Expenditure incurred on projects 1o develop new products is capitalised and deferred only
when the projects are clearly defined: the expenditure is scparately identifiable and can be measured
reliably, there is reasonable certainty that the projects are lechnically feasible: and the products have
commercial value. Product development expenditure which does not meet these criteria is expenses
when incurred.

Deferred development costs are stated at cost less any impairment losses and are amortised
using the straight-line method over the commercial lives of the underlying products not exceeding
seven years, commencing from the date when the products are put into commercial production.

)] Financial assets
From | Januury 2004 to 31 December 2004:

The Group classified its investments in equity sccurities held for trading purposes as short
term investment and were stated at their fair valucs at the balance sheet date on an individual
investment basis. Fair values are determined by reference 10 quoted market prices net of any discount
which is deemed necessary by the dircctors to reflect the potential impact of the disposal of such
sharcs in the case of substantial shareholdings. The gains or lesses arising from changes in the fair
villue of a securily are credited to or charged to the income statement in the period in which they
Arise.

From | January 2005 onwards:

The Group classifics its financial asscts in the following categories: financial assets at fuir
value through profit or loss, loans and receivables, held-to-maturity investments and available-for-sale
financial assets, The classification depends on the purpose for which the financial assets were
acquired. Management determines the classification of its financial assets at initial recognition and
re-evaluates this designation at every reporting date.

i) Financial assets at fair value through profit or {oss

Financial assets at fair value through profit or loss comprisc financial assets held for
trading and derivative financial instruments that are not designated and effective hedging
instruments. At cach balance sheet date subsequent to initial recognition, financial assets at fair
vitlue through profit ar loss arc measured at fair value, with changes in fair value recognised
dircctly in the income statement in the period in which they arise.
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k}

i) Loans and receivables

Loans and receivables arc non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. At cach balance sheet date subsequent to
initial recognition. loans and receivables including accounts receivable, time deposits, staft
housing leans and other receivables are carried at amortised cost using the effective interest
methed, less any identified impairment losses. An impairment Joss is recognised in the income
statement when there is objective evidence that the asset is impaired, and is measured as the
difference between the asset’s carrying amount and the present value of the estimated future
cash flows discounted at the original effective interest rate. Impairment losscs are reversed in
subsequent periods when an increase in the assct’s recoverable amount can be related
objectively 1o an event occurring after the impairment was recognised. subject to a restriction
that the carrying amount of (he assct at the date the impairment is reversed does nol exceed
what the amortised cost would have been had the impairment not been recognised.

ifi) Held-to-maturity investments

Held-to-maturity  invesiments are non-derivative tfinancial assets with fixed or
dcterminable payments and a fixed datc of maturity. Investments are classifted as
held-to-maturity if i1 is the intention of the Group's management to hold them until maturity.
Held-to-maturity investments are subsequently measured at amortised cost using the effective
interest method. In addition, if there is objective evidence that the investment has been
impaired, the financial asset is measured st the present value of estimated cash flows. Any
changes to the carrying amount of the investment are recognised in the income statement.

v} Available-for-sale financial assets

Available-for-sale financial assets arc non-derivatives that are either designated as such
or not classified as any of the other categories (set out above). At cach balunce sheet date
subsequent 10 initial recognition, available-for-sale financial assets are measured at fair value.
Changes in fair value are recognised in equity, until the financial asset is disposed of or is
determined to be impaired, at which time, the cumulative gain or loss previously recognised in
equity is removed from equity and recognised in the income statement. Any impairment losses
on available-for-sale financial assets are recognised in the income statement. Empairment losses
on available-for-sale equity investments will not be reversed in subsequent periods.

For available-for-sale equity investments that do not have a quotes market price tn an
active market and whose fair value cannot be reliably measured, they are measured al cost less
any identificd impairment losses at each balance sheet date subsequent to initial recognition.
An impairment loss is recognised in the income stalement when there is objective evidence
that the asset is impaired. The amount of the impairment loss is mcasured as the difference
between the carrying amount of the asset and the present value of the estimated future cash
flows discounted at the current market rate of return for a similar financial asset. Such
impairmert losses will not be reversed in subsequent periods.

Financial liabilities and equity

Financial liubilitics and equity instruments issucd by a group cntity are classified according to
the substance of the contractual arrangements entered into and the definitions of a financial liability
and an equity instrument.
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An equily instrument is any contract that evidences a residual interest in the assets of the
group after deducting all of its liabilities. The Group's fimancial liabilitics are generally classified
into finuncial habilities at fair value through profit or loss and other financial liabilities. The
accounting policics adopted in respect of financial Labilities and equily instruments are set out below,

i) Financial tiabilities ar fair value through profit or loss

Financial liabilities a1 fair vatue through profit or loss has 1two sub-categories, including
financial laabilities held for trading end those designated at fair value through profit or loss on
initial recognition. At each balance sheet date subsequent to initial recognition. financial
liabilities at fair value through profit or loss are measured at fair value, with changes in fair
value recognised directly in profit or loss in the peried in which they arise.

i) Other finuancial lahilities

Other financial liabilities including bank and other borrowings, floating rate notes, fixed
rate notes and zecro coupon notes are subsequently measured at amortised cost, using the
cftective interest rate method.

ifi)  Egquity instrioments

Equity instruments issued by the Company are recorded at the procceds received. net of
direct issue costs.

1§} Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined on a
weighted average basis and, in the case of work in progress and finished goods, comprises direct
materials, direct labour and an appropriate proportion of overhcads. Net realisable value is based on
the estimated selling prices less any estimated costs to be incurred 1o completion and disposal.

m) Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount when the Group or the
Company or has a legal or constructive obligation arising as a result of a past event, it is probable
that an outflow of economic benefits will be required to settle the obligation and a reliable estimate
can be made. Where the time value of money is material, provisions are stated at the present value of
the expenditures expected to settle the obligation.

Where it i1s not probable that an outflow of economic benefits will be required, or the amount
cannot be estimated reliably. the obligation is disclosed as a contingent liability, uniess the
probability of outflow of economic benefits is remote. Possible obligations, whose existence will only
be confirmed by the occurrence or non-occurrence of one or more future events are also disclosed as
contingent liabilitics unless the probability of outflow of economic henefits is remote.

n) Income tax

[ncome tax for the year comprises currcnt tax and movements in deferred tax assets and
liabilitics, Income tax is recognised in the income statement or in equity if it relates to items that are
recognised in the same or a ditferent period, directly in equity.

Deferred tax is provided, nusing the liability method, on all temporary differences at the balance

sheet date between the tux bases of assets and liabilitics and their carrying amounts for financial
reporting purposes,
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Deferred tax lLabilities are recognised for all taxable temporary differences:

. except where the deferred 1ax liability arises from the initial recognition of an asset or
linbility and, at the time of the transaction, affects neither the accounting profit nor
taxable profit or [oss: and

. in respect of taxable temporary differences associated with investments in subsidiaries
and associates, except where the timing of the reversal of the temporary differences can
bc controlled and it is probable that the temporary diffcrences will not reverse in the
toreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, carryforward of
unused tax assets and unused tax losses, to the extent that it is probable that taxable profit will be
available against which the deductible temporary differences, and the carryforward of unuesed tax
assets and unused tax losses can be utilised:

. except where the deferred tax asset relating 1o the deductible temporary differences
ariscs {rom the initial recognition of an asset or liability and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss: and

. in respect  of deductible 1emporary differences  associated with  invesiments in
subsidiaries and associates, deferred tax asscts are only recognised to the extent that it is
probible that the temporary differences will reverse in the foreseeable future and taxable
profilt will be availuble ageinst which the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced
to the extent that it is no longer probable that sufficient taxable profit witl be svailable to allow all
or part of the deferred tax asset to be utilised. Conversely, previously unrecognised deferred tax
assels are recognised 1o the extent that it is probable that sufficient taxable profit will be available to
allow all or part of the deferred 1ax asset to be utilised. Conversely, previously unrecognised deferred
tax assets are recognised to the extent that it is probable that sufficient taxable profit will be
available to allow all or part of the deferred tax asset to be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to
the period when the asset is realised or the liability is settled, based on tax rales (and tax laws) that
have been enacted or substantively enacted at the balance sheet date.

o) l.cases (as the lessee)

The cconomic ownership of a leased asset is transferred to the lessce if the lessee bears
substantially all the risks and rewards related to the ownership of the leased asset. The related asset
is recognised at the time of inception of the lease at the present vatue of the lease payments plus
incidental payment, if any. to be borne by the lessece. A corresponding amount is recognised as a
finance lesse liability, irrespective or whether some ol these lease payments are payable up-frent at
the date of inception of the leuse.

Subsequent accounting for asscts held under finance leasc agrecment, i.e. depreciation methods
and useful lives correspond to those applied to comparable acquired assets. The corresponding
finance lease liability is reduced by lease payments less finance charges, which are expensed to
finance costs.

All other leases are treated as operating lease agreements. Operating lease payments arc
recognised as an expense on a straight-line basis. Affiliated costs, such as maintenance and insurance,
arc expensed as incurred.
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p)

Employee benefits
Paid leave carried forward

The Group provides paid annwal leave to its employees under their employment
contracls on a calendar year basis. Under certain circumstances, such leave which remains
untaken as at the balance sheel date is permiitted 10 be carried forward and utilised by the
respective employees in the following year. An acerual is made at the balance sheet date for
the expected future cost of such paid leave carned during the year by the employees and
carried forward.

Emplovment Ordinance long service payiments

Certain of the Group's employees have completed the required number of years of
service to the Group in order ta be eligible for long service payments under the Hong Kong
Employment Ordinance in the event ol the termination of their employment. The Group is
liable to make such payments in the event that such a termination of empleyment mects the
circumstances specified in the Hong Kong Employment Ordinance.

A provision is recognised in respect of probable future long services payments expected
to be made. The provision is based on the best estimate of the probable future payments which
has been earned by the employces from their service to the Group to the balance sheel date.

Retirement benefits scheme

The Group operates a defined contribution Mandatory Provident Fund retircment benefits
scheme (the “MPF Scheme™) under the Mandatory Provident Fund Schemes Ordinance, for
those employces who are cligible to participate in the MPF Scheme. Contributions are made
based on a percentage of the cmployees™ basis salaries and are charged to the profit and loss
account as they become payable in accordunce with the rules of the MPF Scheme. The assets
of the MPF Scheme are held separately from thosc of the Group in an independently
administered fund. The Group’s employer contributions vest fully with the empleyces when
contributed into the MPF Scheme, except for the Group's employer voluntary contributions,
which are refunded to the Group when the employee leaves employment prior to the
contributions vesting fully. in accerdance with the rules of the MPF Scheme.

The employees of the Group’s subsidiaries in the People’s Republic of China (the
“PRC™) are members of the state-sponsored retirement scheme operaded by the government of
the PRC.

Share-based emplovee compensation

All share-based payment arrangements granted after 7 November 2002 are recognised in
the consolidated financial statements. The Group operates equity setiled share-based
compensation plans for remuneration of its employees.

All cmployce services reccived in exchange for the grant of any share-based
compensation are measured at their fair values. These are indirectly determined by reference to
the share options awarded. Their value is appraised an the grant date and excludes the impact
of any non-market vesting conditions (for example, profitability and sales growth tlargets).

All share-based compensation is ultimately recognised as an expense in income
statement with a corresponding credit to additional paid-in capital, net of deferred tax where
applicable. Tf vesting periods or other vesting conditions apply, the expense is allocated over
the vesting period. based on the best available estimate of the number of share options
expected to vesl. Non-markel vesting conditions are included in assumptions aboutl the number
of options that are expected to become exercisable. Estimates are subsequently revised, if there
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is any indication that the number of share options cxpected to vest differs from previous
estimates. No adjustment to expense recognised in prior periods 1s made if fewer share options
ultimately are exercised than originally estimated.

Upon exercise of share options, the proceeds received net of any directly attributable
transaction costs up to the nominal value of the sharc issucd are reallocated to share capital
with any excess being recorded as additional paid-in capital.

q) Related parties

For the purposes of these financial statements, parlies are considered to be rclated to the group
if the group has the ability, directly or indirectly, to control the party or exercise significant influgnce
over the party in making financial and operating decisions, or vice versa, or where the group and the
party are subject to common centrol or common significant influence. Related parties may be
individuals (being members of key management personnel, significant sharcholders and/or their close
family members) or other entities and include entities which are wnder the significant influence of
related parties of the group where those parties are individuals, and post-employment benefit plans
which are for the benefit of employees of the group or of any cntity that is a related party of the
group.

r) Cash and cash equivalents

For the purposc of the consolidated cash flow statement, cash and cash equivalents comprisc
cash on hand, demand deposits and short-term highly liquid investments which are readily convertible
into known amounts of cash and which are subject to an insignificant risk of changes in value and
have a short maturity of generally within three months when acquired, less bank overdrafts which are

repayable on demand and form an integral part of the Group's cash management.

For the purpose of the balance sheet, cash and bank balances and time deposits represent assets
which are not restricted as to use.

§) Revenue recognition

Revenue is recognised when it is probable that the economic benefiis will flow 1o the Group
and when the revenue can be measured reliably, en the following bases:

1) From the sale of goods. when the significant risks and rewairds of ownership have been
transferred to the buyer, provided that the Group maintains neither managerial
involvemnent to the degree usually associated with ownership, nor effcctive control over

the goods sold;

1) Interest. on a time proportion basis taking into account the principal outstanding and the
cffective interest rate applicable;

1ii}  From the sale of listed cquity investments, on the trade day;

iv)  From the sale of properties, when the legally binding sales contract is signed;

v) Dividends, when the sharcholders’ right to receive payment has been established: and
V1) Management fee, when the services are rendered.

t) Foreign currency translation

The consolidated financial statements are presented in Hong Kong Dollars, which is also the
functional currency of the parent company.
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In the scparate financial statements of the consolidated entities, foreign currency transactions
are translated into the functional currency of the individual entity using the cxchange rates prevailing
at the dates of the transactions. Forcign cxchange gains and losses resulting from the settlement of
such transactions and from the translation of monetary asscts and liabilitics denominated in forcign
currencies at year-cnd exchange rates are recognised in the income statement.

Translation differences on non-monctary items. such as equity instruments held at fair value
through profit or loss, are reported as part of the fuir value gain or loss. Translation difference on
non-monetary items, such as cquities classified as available-for-sale financial assets, are included in
the tair value reserve in cquity.

In the consolidated financial statements, all separate financial statements of subsidiaries and
jointly controlled entities, originslly presented in a currency different from the Group's presentation
currency, have been converted inte Hong Kong dollars. Assets and liabilities have becn translaled
into Hong Kong dollars at the closing rate at the balance shect date. Income and expenses have been
converted into the Group's presentation currency at the average rates over the reporting period. Any
differences arising from this procedure have been chargedf(credited) to the currency translation
reserve in equity, Goodwill and fair value adjustments arising on the acquisition of a foreign entity
have been treated as assets and liabilitics of the foreign entity and translated into Hong Kong dolars
at the closing rate.

On exchange differences arising from the translation of the net investment in foreign entities,
and of borrowings and other currency instruments designaied as hedges of such investments, are
taken to sharcholders’ equity. When a foreign operation is sold, such exchange differences are
recognised in the income statement as part of the gain or loss on sale.

5. CRITICAL ACCOUNTING JUDEGMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the process of applying the Group's accounting policies, management has made various estimates
and judgements (other than those involving cstimates) based on past experience, expectations of the future
and other information, The key source of estimation uncertainty and the critical accounting judgements that
can significantly affect the amounts recognised in the financial statements are set cut helow.

a) Estimate of fair value of investment properties

[nvestment properties were revalued at the balance sheet date on markel value existing use
basis by independent professional valuers or determined by the directors of the Company. Such
valuations were based on certain assumptions, which are subject 1o uncertainty and might materially
differ from the actual results. In making the judgment. the Group considers infermation {rom current
prices in an active markel for similar properties and uses assumptions that are mainly based on
market conditions existing at each balance sheet date.

b) Fair values of financial instruments

Financial instruments such as interest rate, foreign exchange and equity derivative instruments
arc carrted at the balance sheet at fair value. The best evidence of fair value is quoted prices in an
active market. where quoted prices are not available for a particular financial instrument. the Group
uses the market values determined by independent financial institutions or internal or external
valuation models to estimate the fair value. The use of methodologies. models and assumptions in
pricing and valuing these financial assets and liabilities 1s subjective and requires varying degrees of
judgement by management, which may result in significantly different fair values and resulis. All
significant financial valuation models are strictly controlled and regularly recalibrated and vetted.

c) Income taxes
The Group is subject to income taxes in numercus jurisdictions, Significant judgement is

required in determining the worldwide provision for income taxes. There arc many transactions and
calculations for which the ultimate tax determination is uncertain during the ordinary course of
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business. The Group recogniscd liabilities for anticiputed tax audit issues bascd on estimates of
whether additional taxes will be due, Where the final tax outcome of these matters is different from
the amounts that were initially recorded. such differences will impact the income tax and deferred tax
provisions in the period in which such determination is made,

FINANCIAL RISK MANAGEMENT

The Group's activities expose i o o varicty of financial risks: market risk (including currency risk

and price risk), credit nisk. liquidity risk and interest-rate risk. The Group’s overall risk management
programme focuses on the unpredictability of financial markets and seeks (0 minimise potential adverse

cetfects on the Group’s financial performance.

a) Market risk
i) Foreign currency risk

The Group is exposed o foretgn currency risk primarily through sales and purchuses
that are denominated in o currency other than the functional currency of the operations to
which they relate, The currencies giving risc to this risk are primarily United States dollars and
Chingse Renminbi Yuan,

As the estimated forcign currency exposure in respect of committed future sales and
purchases and estimated foreign currency exposure in respect of highly probable forecast sales
and purchases is not significant, no hedging on forcign currency risk has been carried out
during the year under review.

In respect of trade receivables and payables held in currencies other than the functional
currency of the operations 1o which they relate. the Group ensures that the net exposure is kept
1o an acceptable level.

ii) Price risk
The Group is exposed to equity securities price risk because investments held by the
Group are classified on the consoliduted balance sheet either as available-for-sale financial
assets or as financial assets at fair valoe through profit or loss,
b) Credit risk

The Group's credit risks are primarily altributable 10 time deposits, trade and other recejvables,

The Group's time deposits are deposited with banks of high credit quality in Hong Kong and
the Group has exposure limit to uny single financial institution,

For trade and other receivables, the management has a credit policy in place and the exposures
to these credit risks are monitored on an ongoing basis. In respect of trade and other receivables.
credit evaluations are pertormed on all customers requiring credit over a certain amount,

In addition, the Group reviews the recoverable amount of cach individual debt at each balance
sheet date to ensure that adequate impairment losses are made for irrecoverable amounts.

) Liguidity risk

Individual operating entities within the Group arc responsible for their own cash management,
including the raising of loans 1o cover expected cush demands. subject to approval by the holding
company’s board. The Group’s policy is to regularly monitor current and expected liquidity
requirements and its compliance with lending covenants. to ensure that it maintains sufficient

reserves of cash and adequate committed lines of funding from bankers o0 meet its liquidity
requirements in the short and longer term.
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d) Interest rate risk
The Group manages its interesl rale exposure bascd on interest rate level and outlook as well
as potential impact on the Group's financial position arising from volatility. The Group does not
expect any changes in interest rate which might materially affect the Group’s result of operations.
7. SEGMENT INFORMATION

Segment information is presented by way of two segment formats: (a) on a primary segment
reporting basis, by business segment; and (b) on a secondary segment reporting basis, hy gcographical
segment.

The Group's operating business arc structured and managed separately. according 1o the nature of
their operations and the products and services they provide. Each of the Group’s business segments
represents a strategic business wnit that offers products and services which are subject to risks and returns
that are different from those of the other business scgments. Summary details of the business segments are
as follows:

i) The electronic products segment censists of the manufacture and sale of electronic products;

i) The PCBs segment consists of the manufacture and sale of PCBs:

iil)  The electronic components and parts segment consists of the trading and distribution of
electronic components and parts;

iv)  The histed equity investments scgment consists of the trading of listed equity investments;
V) The provision of finance scgment consists of the provisien of loan financing services: and
vi)  The optical products scgment consists of the manufacture and sale of optical products.

In determining the Group’s geographical segments, revenues are attributed to the segments based on
the location of the customers, and asscls arc attributed to the segments bused on the location of the assels.

Inter-segment sales and transfers are transacted with reference 1o the selling prices used for sales
made 10 the third parties at the then prevailing market prices.
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a) Business segments

The following tables present revenue. profit/(toss) and certain asset, liability and expenditure
information for the Group’s business segments,

Group
Electronic
compenents and Listed equity Provision of
Electronic products PCBs parls investments finance Optical products  Eliminati Consolidated

2003 w4 205 2004 2005 2N 2005 004 005 MM 2003 W 2005 4 2005 2004
HESD00 HKS'G08 HES GO0 HKS'000 HKS'000 HKSD00 HKS'000 HKS'000 HKS'000 HKS'000 HKS'00 HKS000 HKS'000 HES'000 HKS'000 HKS 000

Segment revenue
Sales 10 external

CUSOIMErs BB 391632 95777108992 - - 13 5SS 296 107 6445 174590 - - 351471 69113
Inter-segment sales - - - LT 20066 19416 - - 43 87 - ~  (M.505) {27,090 - -
Other revenue L85 16 2%y 5w - - 132 469 9 - 1083 2800 - - 168l 11817
Toual 389.206 394985 98740 1BST1 20066 19416 TAME USSR 4824 2994 TARIT O L7TA90 (245050 (27.090) 570.682 702993
Scgment results 18489 17288 (19.739) (18.328) (21 683 (3033 6l (03 (5800y (2098 (33N (4469 642 (15.105) (14467
Interest, dividend income

and wnallocated gains 9385 1m
Negative goodwill

recognised as incume - 1
{Luss)Gain on disposat of

properties held for sale (43) 39500
Gain on disposal of

controdling interest in

Swank 414 -
Gain en disposal of partial

imerest in Swank - 4
Gain on dispusal of

{avesiment propertics 2715 -
Reversal of previons

revaluation deficits of

leasehold buildings, net 5 1M
Gain on disposal of

[mteTesls in associates - 10,500

Write back of

yer-provision against

propertics held for sale AW 3050
Nt ks arising from fair

vilue change of

nvestment propetties (490) -
Unallocuted expenses 0817 (10,023}

Profil from eperating

activilies 19995 1,598
Impairment less on a loan

receivable {43,000 -
Share of profits less losses

of associates 197 279
{LossyProfit before

Laxation (3.008) 23.389
Taxation (s 452

(Loss)Profit for the year 14.528) 12937
N S
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Group
Electronic
componens snd Listed equity Provision of Consolidated
Electrenic products PCBs parts invesiments finance Oplical products Eliminations Group

os 4 2005 004 00F WM 05 2004 05 004 08 4 2005 2000 2005 20M
HRS'000 HAS'U00 RRS'000 HKS'000 BXS'000 HES'000 HKS'O00 HKS'00G HKS'0GO HAS'000 HAS'000 HKS00¢ HKS'000 HKS'000 HATON) HKS'000

Segmenl assets 228607 183207 Q209 1234TH 0 3909 1122 M0 23884 169 101612 - 195056 (56.676) (16641} 3TETIT 611814
Interests in associates - - - - - - - - - - 156892 1220 - - 156892 320
Unzllocated assels - - - - - - - - - - - - - - 395254 7133

Total asscls 920,765

o
=
£
=
=

Segment liahilities 07 3109 ¥7.895 0T 34758 1,39 11 41 122 123 - 435 (29.000y (16.600) 107073 137,953
Unatlocated liabilies - - - - - - - - - - - - - - 1S o
Total liabilities 133,667 159978

Other segment informalion
Depreciation and

amortisation 11986 14303 9.267 4386 - 19 - - - - LT9R 13645 - - 051 X453
Unallocated amounts 148§ 2646
2053 350

— —

Capital experditure R0 e 3696 0S4 - - - - - - §31 3000 - - MR 6300
Unallocated amounis 1,343 85
9,612 16,433

Provision for impaizment

loss on loans receivable - - - - - - - - (45,0000 - - - - - (45.000) -
Write-back of

ONer-Trovision against

properties held for sale - - - - - - - - - - - - - - o 3

Provision for impairment
loss on accounts

receivable - - - (109 - - - - - - - - - - - (1050
Provision against
inventonies 1050y (B (M0 A0 - - - - - - - 1238} - - L (289

Reversal of previows
revaluation deficits of

ieaschold bmldings, net 1,530 419 - - - - - - - - - - - - 1330 Y
Unallocated amounts 1740 1927
S0 M6

Net {lussgain anising
from fair value change
of investment properties - - - - - - - - - - - - - - (391 9.652

b) Geographical segments

The foliowing tables present revenue and certain assct and expenditure information flor the
Group's geographical segments.

Group

Europe North America Hong Kong Japan Others Eliminations Consolidated
2004 RN 203 Hiod 2005 2004 s 2004 005 2004 2005 20004 2005 200k
HES'O0  HES'O00 HES'O00 HASO00 HKSH00 HRSDN HES000 HESOH HASON HKSG00 HES'O00 HRS000 HKSMY  HES000

Segment revenue:
Sales to exiemal
cuslomers 51,357 39922 130442 159

in

146,836 183782 106,340 180.807 28856  47.2K0 - 55LETL 891136
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Hung Kong Maintund China (hers Eliminations Consolidated
2005 2004 2005 W 2005 2004 2005 2004 2008 2004
HKS'000 HK$'000 HKS'006 HKS000 HKS000 HKSO0G HKS'000 HKS'000 HKS000 HKS'000

Other segrment information:
Segment assets 532496 673940 157.662 197 400 43,813 12,205 - - 773971 883,345
[nterests in associates - (10.165) - 47224 156,892 i6] - ~ 156,892 37,220

YINE63 920,765
—— E—

Capital expenditure 1.943 160 5,787 16,295 1,900 - - - 9.632 16,455

8. TURNOVER

Turnover represents the invoiced value of goods sold, net of returns and allowances, the proceeds
from sales of listed equity investments and the interest income from the provision of loan financing.

Revenue from the following activities has been included in turnover:

2005 2004

HK$'000 HEKS$ 000

Munufacture and sale of clectronic products 386,411 391,632
Manufacture and sale of PCBs 95.777 108,992
Trading of listed cquity investments 7.342 15.515
Provision of loan financing 296 107
Manufacture and sale of optical products 64,045 174,890
553.871 691,136

9. OTHER REVENUE

2005 2004

HK3'000 HK3 000

Bank interest ingome 9.025 1.575
Gain on deregistration of subsidiaries 2973 -
Dividends income from listed investments 106 363
Sales of obsolete inventorics 558 2,795
Management fee received 256 1,908
Product development income 2,520 2,678
Rental income 137 1.024
Sales of raw materials 1,084 1.778
Other tnterests carned 7,102 -
Others 2,435 1,968

26.196 14.089
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10.

PROFIT FROM OPERATING ACTIVITIES

The Group's profit from operating activities is arrived at after chargingf{crediting):

Cost of inventories

Depreciation

Amoertisation ot leaschold land and land use rights
Amortisation of prepaid rental

Amortisation of deferred product development costs

Minimum lease payments under operating leases:
Land and buildings
Office equipment

Staff costs (including directors™ remuneration-note 11):

Wages and salaries
Pension contributions
Less: Forfeited contributions

Auditors’ remuneration

Write back of provision for impuirment toss on aceounts receivable

Provision against inventotics

Loss/(Gain) on disposal of fixed assets

Exchange (gain)loss, net

Net (gain)loss on disposal of short term investments

2005 2004
HKS 000 HKS$ 000
466.424 583.563
26.539 35.347
252 252
737 737
1,641 1.421
7.876 9.495
209 233
91.117 114,775
1,443 1818

- (562)

1,443 1.256
92,560 116,031
880 1.370

- (1.090)

1,190 289

44 @2n
(653) 1.068
(72) 88

The cost of inventories sold includes HK$62,754,000 (2004; HK$102,679,000) relating to direct staff
costs, provision against inventories, amortisation of prepaid rental, amortisation of deferred product
development costs, operating lease rentals of land and buildings and depreciation of the manufacturing
activities, which are also included in the respective total amounts disclosed above for each of these types of

CXpensces,

At 3] December 2005, the Group had no forfeited contributions available 1o reduce its contributions
to the pension scheme in future vears (2004: Nil).

—6l -
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11.  DIRECTORS’ REMUNERATION

Directors’ remuneration for the year, disclosed pursuant te the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules™) and Section 161 of the Hong Kong Companies

Ordinance is as follows:

Directors’ emoluments

The remuneration of cvery director for the year ended 31 December 2005 is set out helow:

Name of director

Executive Directors
Yau Tak Wah, Paul

Louie Meci Po

Wong Shin Ling, Irene

Tam Wing Kin
Tam Ping Wah

(resigned on 1 June

2005)

Independent
non-executive
Director

Cheung Chung Leung,

Richurd
Ng Wai Hung
Wu Wang Li

Name of director

Executive Directors
Yau Tak Wah, Pau!

Louie Meci Po

Wong Shin Ling. Irene

Tam Wing Kin
Tum Ping Wah

(resigned on | June

2005)

Independent
non-executive
Directors

Cheung Chung Leung.

Richard
Ng Wai Hung
Wu Wang Li

Employer’s
contribution
Discretionary Other to pension
Fees Salary bonuses benefits scheme Total
HK3'000  HK$ 000 HK$'060  HK$'000 HK$'0600  HK$000
- 1,847 150 - 90 2,087
- 1,430 150 — 68 1,648
- 780 - - 39 819
- g819 13 - 42 874
- 400 - - - 400
150 - - - - 150
180 - - - - 180
120 - - - - 120
450 5.276 313 - 239 6.278
The remuneration of every director for the year ended 31 December 2004 is sct out below:
Employer’s
contribution
Discretionary Other to penston
Fees Salary bonuses benefits scheme Total
HKZ'000  HKS000 HK$'000  HK$ 000 HK$'000  HK$'000
- 2,600 - - 120 2,720
— 1.430 — — 51 1.481
- 780 - - 39 819
- 81y - - 35 854
- 1,560 — - 50 1,610
150 - - - - 150
180 - - - - 180
31 - - — - 3l
361 7,189 - — 295 7,845
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12.

FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included three (2004; two) dircctors, details of

whose temuneration are set out in note 11 above. The details of the remuneration of the remaining two
(2004 three) non-director, highest paid employees for the year are as follows:

Group
2005 2004
HK3 000 HK$ 000
Salaries. allowances and bencefits in kind 1,903 3.520
Pension contributions - 73 103
1.976 3,623

The remuneration of the non-director, highest paid employees fell within the following bands:

Number of employees

2005 2004

Nil-HKS$1.000,000 1 1
HK$1,000.001-HK$1,500,000 1 2
2 3

TAXATION

Hong Kong profits tax has been provided al the rate of 17.5% (2004: 17.5%) on the estimated

assessable profits arising in Hong Kong during the year. Taxes on profits assessable clsewhere have been
calculated at the rates of 1ax prevailing in the countries in which the Group operates, based on existing
legislation. interpretations and practices in respect thercof.

Group
2005 2004
HK$'000 HK3 000
Current tax

Hong Kong
- Current year provision 1,602 976
— Overprovision in prior year (393) (750}
Mainlund China 1,380 226
2.589 452
Deferred tax (nore 34} {1,069) -
Total tax charge for the year 1.520 452

In accordance with the applicable enterprise income tax law of the PRC, the Group's subsidiarics

registered in Mainland China, Dongguan Yifu Circuit Board Factory {“Yifu™) and Gaojin Electronics
(Shenzhen) Co., Ltd (“Gaojin™}, are exempt from income tax for their first two profitable years of
operations and are entitled to 50% relief on the income tax that would otherwise be charged for the

succeeding three years.
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The foregoing tax concession for Yifu has expired. Pursuant to a further tax concession granted to
high technology enterprises, the income tax rate applicable to Yifu remained at 15% for 2005 (2004: 15%).
Gaojin began its first profitable year as the year ended 31 December 2002 and entitled to the 50% reliefl on
the income tax. The income tax applicable rate to Gaojin is 15% for 2005 (2004: 15%).

A reconciliation of the tax expense applicable to profit before tax using the statutory rates for the
countrics in which the Company, ils subsidiaries and associates are domiciled 1o the tax expense at the
effective tax rates, and a reconciliation of the applicable rates (i.e. the statutory tax rates) 1o the effective
tax rates, are as follows;

Group

2005 2004

HK$'000 HK$'000

(Loss)/Profit before tax (3.008) 23,389
Tax at the statutory (ax rate (526) 4,093
Adjustments in respect of curren tax of previous years {(393) {750)
Income nat subject 1o taxation (8,668} (5,240
Expenses not deductible for taxation 6,745 2,475
Tux losses utilised from previous ycars (386) (759
Effect of different taxation rates in other countries 4,748 633
Tex charge at the Group's effective rate 1,520 452

14.  PROFIT ATTRIBUTABLE TO EQUITY HOLDERS

The profit attributable to equity holders of the Company for the year ended 31 December 20035 dealt
with in the financial statements is HK$5,501,000 (2004: HK$1,538,000).

15,  EARNINGS PER SHARE
The calculation of basic earnings per share is based on the profit auributable to equity holders of the

Company for the year of HK$4,779.000 (2004: HK$28.695,000) and the weighted average of 286,068,644
(2004: 286.068.644) ordinary shares in issue during the year.

A diluted earnings per share for the year ended 31 December 2005 and 2004 have not been disclosed
as no diluting events existing during these years.
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16, PROPERTY, PLANT AND EQUIPMENT

Group
Furniture,
fixtures
Leasehold Leasehokd Plant and & office Motor
Buildings improvements machinery cquipments vehicles Total

2008 2004 2005 2004 2005 2004 240= 204 2003 2004 2005 2004
HKZ000 HKS'000 HES 000 HKS000 HKSO000 HKSO000 HKS'G00 IHKS000 HES000 HKS000 HKS 000 HKSDOD

Cost or valuation

At | January, as previously

reported 39.100 H900 49619 35671 188242 1RLIME 50.151 48,235 3335 3667 330447 313521
Etfect on adopting
HKAS 17 (83401 (6.500) - - - - - - - - (8,430 (6,500

30660 28400 49619 45671 188242 IRLI4E SOLISD O 4K.I23S 3.335 3667 32007 307021

Additions - - 1.095 4025 6.306 7.836 1.251 2095 980 - 9.632 13956
Disposals - - (880) mn (736) (642} 1306) (179 (800) (33 (271 (1.230)
Disposals of subsidiaries - - - - (46,520) - {23,878%) (2.189) - {45 -
Surplus on revaluation 1970 2260 - - - - - - 3970 2.260

"
=
T
= [
et
L= ]

At 31 December 330 660 4983 49610 147292 [#R.242 0 23218 333§ 258,300 322007
—-_— —-—— - - - = - _— =
Accumulated depreciation
At 1 Junuary, as previously
reporied - - 25422 19481 105196 86.027  27.502 19,7135 2,616 2529 161036 127,352
Eifect on adupting
HKAS 17 - - - - - - - - - - - -
- - 25422 19485 105,196 86,027 27.802 19715 2,616 2529 161036 127752
Provided during the year 1.306 1,086 413y 3955 16793 19.663 3.905 8.261 396 382 633 3BT
Disposals - - (580} (14 (192) (494 (263) (174 (800) (295) 12135} 9717
Disposals of subsidiaries - - - - (15.269) - (lL53) - (2,189) ~ (29012} -
Write-back on revaluation (1.306)  (1.08%6) - - - - - - - - (1306} (1.086)
At 31 December - - 28681 25422 106528 105196 19890 27.802 23 2616 155122 161036
I — — — — — — — — —
Net book value
At 31 December 31630 30660 21453 M97 0 40784 BI0MA 5328 21349 1.303 191031078 10N
| L I I I L A | —— — — I
An analysis of cost or
valuation
Al cost - - 9834 49619 147262 188242 2518 S0LLSI 1.326 3335 223670 91347
Al valuation 3,630 30,660 - - - - - - - - M030 30660
34630 30660 983 49619 147202 188242 13218 A0LISI 1.326 3335 258300 322007
S L — — — — — I I — — I
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17.

Company
Leasehold Furniture and
improvements fixtures Total
2005 2004 2005 2004 2005 2004
HK$000  HK$'000  HKS000  HK$000  HK$ 000  HKS'000
Cost
At 1 January and
31 Deccember 13 13 [44 144 157 157
Accumulated
depreciation
At 1 January 10 & £20 - 03 130 101
Provided during the
year 3 2 17 27 20 29
At 31 December 13 10 137 120 150 130

Net book value
At 31 December - 3 7 24 7 27

The Group's leasehold buildings have been revalued on an open markel value basis, based on
their existing use. by B.1. Appraisals Limited, an independent firm of qualified professional valuers,
on 31 December 2005 at HK$34.630,000. Revaluation surplus of HK$5,270,000 (2004:
HK$3.346,000) and HK$6,000 (2004; Nil) resulting from these valuations have been credited to
income statement as a reversal of previous revaluation deficits of leaschold buildings and credited to
the property revaluation reserve, respectively.

Had the Group's leasehold buildings stated at valuation been carried at cost less accumulated
depreciation, they would have been in¢luded in the finuncial statements at  approximately
HK$24,903,000 (2004: HK$25 985,000}

Certain ol the Group’s leasehold buildings were pledged to secure banking facilities granted to
the Group. The net book values of the pledged assets included in the total amount of property, plant
and equipment at 31 December 2005 amounted to HK$13,800,000 (2004: HK$10,860.000).
LEASEHOLD LAND AND LAND USE RIGHTS

The Group's interests in leasehold land and land use rights represent prepaid operaling lease

payments and their net book value are analysed as follows:

2005 2004
HK$' 000 HK3'000
In Hong Kong held on:
Leases of between 10 1o 50 years 7.955 8,145
Qutside Hong Kong, held on;
Leases of between 10 to 50 yeurs 2.352 2,414

10,307 10,559
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2005 2004

HK3$'000 HKE'000

Opening 10.559 L0811
Amortisation (252) {252)
Net book value 10,307 10,559

At 31 December 2005, certain of the Group’s leasehold land with net book value of HK$7.955.000
(2004: HK$8,145.000) wus pledged to secure banking facilities granted to the Group.

18. INVESTMENT PROPERTIES

Group

2005 2004

HK$ 600 HK3'000

At | January 93,000 -
Additions 6.740 83,348
Drisposal (70,500} -
Net (loss)/gain arising from fair value change (490) 9,652
At 31 December 28,750 93,000

Investment property with fair value of HK$7,100,000 was revalued at its open market value at 31
December 2005 by B.1. Appraisals Limited, an independent firm of qualified professional valuers, The fair
values of the Group's other investment properties as at 31 December 2005 have been determined by the
directors of the Company, no valuation has been performed by independent qualified professional valuers.
The valuation performed by the direciors of the Company was arrived at by reference to the market prices
for similar properties.

All investment properties are held under long-term lease in Hong kong.
19. NEGATIVE GOODWILL

The amounts of the negative goodwill recognised in the consolidated balance sheet, arising from the
acquisition of Swank International Manufacturing Company Limited (“Swank™) and additional investment in

Electronics Tomorrow Manufactory Inc. 2002, arc as tollows:

Group

HK3'000
GROSS AMOUNT
At | January 2004 and 31 December 2004 88,680
RELEASED TO INCOME
At 1 January 2004 {48,334)
Released for the year (13,062)
Al 31 December 2004 27,284
Derecognised upen the adoption of HKFRS 3 (27,284)

At 1 January 2005 and 31 December 2005
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20. INTERESTS IN SUBSIIMARIES

2005 2004

HK3 000 HK%'000

Unlisted shares, at ¢ost 93,316 93,316
Due from subsidiarics 298,444 279,862
Due to subsidiaries (2,772 (2,778)
388,988 370,400

Provision for impairment (38,628) (38,628)
350,360 331,772

The balances with the subsidiaries are unsecured, interest-free and are not repavable within the next
twelve months from the balance sheet daie.

Particulars of the subsidiaries are as follows:

Name

Active Base Limited

Allied Trade Limited

Allicd Success Inc.

Connion Limited

E-Top PCB Limited

Eastec Purchasing
Limited

Eastec Technology
Limited

Electronics Tomorrow
International Limited

Place of
incorporation/
registration
and operations

Hong Kong
The British
Virgin Islands

The British
Virgin Islands

Hong Keng

Hong Kong

The British
Virgin
Islands/Japan

Hong Kong

The British
Virgin Islands

Nominal value
of issued
ordinary share
capital/
registered
share capital
HK$2

USs$1
US$10.000

HK$2

HK$100

Uss$l

HK$2

USS$600
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Percentage
of equity
attributable
to the Company

2005 2004
100% 100%
100% 100%

88% 88%
100% 100%

537% 57%
100% 100%
100% 100%
100% 100%

Principal
activities

Provision of loan
financing

Investment
holding

Investment
holding

Securities
investment and
praperty
holding

Trading of
printed circuit
boards

Trading of
clectronic
components
and parts

Trading of
electronic
compenents
and parts

Investment
holding



)

Electronics Tomorrow
Limited

Elecironics Tomorrow
Manufuctory Inc.

Fortune Dynunuc
Group Corporation

Good Order
International Inc.

Issegon Company
Limited

Master Base Limited

Maxwood Limited

Merit Team Limited

Plentiful Light Limited

Probest Holdings Inc.

Dongguan Yilu Circuit
Board Faclory
CYituT) (D

Gaojin Electronics
{Shenzhen)y Company
Limited ("Gaojin™)
(i)

Electronics Tomorrow
Holdings
Corporation

ETL (Macao)
Commercial
Offshore Limited

Team Force
Corporation

Hong Kong

The British
Virgin I[slands

The British
Virgin Islands

The British
Virgin [slands

Hong Kong
The British
Virgin Islands

Hong Kong

Heng Kong

The British
Virgin
Islands/ The
PRC

The British
Virgin 1stands

The PRC

The PRC

The British

Virgin 1slands

Macau

The British
Virgin Islands

HK$500.000

USS350

USS1

USS100

HK$300.000

USs1

HKS$2

HK$2

USS100

USEIL

HK$64, 160,000

US55.000.000

USE100

MOP500,000

Uss100
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100% 100%

57% 57%

100% 100%

100% 100%

100% 100%%

100% 100%:

100% 100%

1007 100%

57% 57%

100% 100%

48% 48%

100% 100%

100% 100%

100%: HOO%

100% 100%
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Nominal value
of issued Percentage
Place of erdinary share of equity
incorporation/ capital/ attributable
registration registered  to the Company  Principal
Name and operations share capital 2008 2004 activities

Manufacture and
sule of
clectronic
praducts

lovestment
holding

Investment
holding

[nvestment
holding

Investiment
holding

Investment
holding

Sccurities
investment

Property holding

Manufacture of
printer circuit
hoards

Investment
holding

Manutacture of
printed circuit
boards

Manulacwre of
clectronic
products

[nvestment
holding

Trading of
clectronic
components
and parts

Investment
holding
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Nominal value
of issued Percentage
Place of ordinary share of equity
incorporation/ capital/ attributable
registration registered  to the Company  Principal
Name and operations share capital 2005 2004  activities

Electronics Tomorrow
Property Holdings
Limited

Account Centre
Limited

Maxson Services
Limited

Eastec Property
Holding Limited

Art Ray Investments
Limited

Merit Style
Development
Limited

The British
Virgin Islunds

Hong Kong

Hong Kong

Hong Kong

Hong Kong

Hong Kong

USs$100

HKS$2

HKS§2

HK$100

HKS1

HKSI

100% 100%
100% 100%
100% 100%
100% 100%
100% -
100% -

Investment
holding

Provision of
accountancy
SCrvices to
group
compianies

Provision of
accountancy
and
management
services to
group
companies

Provision of loan
financing

Property holding

Property holding

Other than Electronics Tomorrow International Limited, Fortune Dynamic Group Corporation and

Muster Base Limited, which are held directly by the Company, all subsidiaries are held indircctly by the
Company.

(i) Yifu is a Sino-foreign owned joint venture enterprise under the PRC law. The Company has the
power o cast the majority of votes at meetings of the board of directors of the entity and
therefore it is regarded as subsidiary of the Company.

(il)  Gaojin is registered as a wholly foreign owned enterprise under the PRC law.
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21.  INTERESTS IN ASSOCIATES

Greup
2005 2004
HK$'000 HKS'000
Unlisted shares, at cost - -
Share of net ussets - 128.876
Due from associates 47716 8,467
Promissory note 119.388 -
167.104 137.343
Provision for impairment (10,21 (100.123)
156,802 37.220

The amounts due from associates are unsecured, interesi-free and are not repayable within the next
twelve months from the balance sheet date.

The promissory note receivable from associate is unsecured. except for the guarantee given by
Swank. with maturity date on 2 December 2007 and bearing interest at the rate equivalent o 1% over the
prevailing Hong Kong prime rate per annum. Further details are sct out in note 36(b).

The amounts due to associales were unsecured, interest-iree and had no fixed terms of repayment.

Particulars of the principal associates are as follows:

Nominal value of Percentage
Place of issued ordinary of equily
incorporation share capital/ altributable
Business und registered share to the Group  Principal
Name structure operations capital 005 aclivities
Profitown [nvestment Corporate The British USS1.000 0% Investment
Carporation Virgin Islands holding
Shenzhen Henggang Swank Joint Venture The PRC 1J5§830,000.000 4% Muanolactlure of
Optical Industrial Enterprise optical products
Company Limited
Dongguan [De Bao Opiical Wholly Foreign The PRC HKS58,550.910 15%  Manufucture of
Company Limited Owned multi-coating
Enterprise lenses
Dongguan Hamwell Glasses Joim Veniure The PRC HKS$62.504.800 5% Manufacture of
Company Limited Enterprise optical products
Glohal Origin Limited Corporate Hong Kong HKS875.000.000 27%  lovestment
hulding
Profit Trend International Corporate Hong Kong HK$1.000.000 153%  [pvesimem
Limited halding
Prowin Commereial & Corpurate Hong Kong HK$2 30%  Property holding

Industrial Limited

in the PRC

The above table lists the associates of the Group which, in the opinien of the dircctors, principally
affected the results for the year or formed a substantial portion of the net assets of the Group. To give
details of other associates would, in the opinion of the dircctors, result in particulars of excessive lengih.

Upon completion of disposal of Swank as further detailed in note 36(a) below, these companies have

been classified as associates of the Group.
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22. PREPAID RENTAL

Group
2005 2004
HKS3'000 HK$'000
Cost
At beginning and end of the year 10.500 10,500
Amortisation
At beginning of the year 7.860 7.123
Provided during the year 737 737
At end of the year 8.597 7.860
Net book value
At end of the year 1.903 2,640

The prepaid rental represents the capital contribution made by the joint venture partner of Yifu in the
form of a right 10 use the property owned by the joint venture partner within the terms of the joint venture.

The prepaid rental is amortised on a straight-line basis over the underlying initial term of the joint
venture of 15 years.

23.  DEFERRED PRODUCT DEVELOPMENT COSTS

Group
2005 2004
HKS$ 000 HKS$ 000
Cost
At beginning of the year 21.875 19,376
Additions 2.599 2.499
At end of the year 24,474 21.875
Accumulated amortisation and impairment
At beginning of the year 16,014 14.593
Amaortisation provided during the ycar 1,641 1.421
At end of the yeur 17.655 16,014
Net book value
At end of the year 6.819 5,861
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4.

25,

AVAILABLE-FOR-SALE FINANCIAL ASSETS

Group
2005 2004
HKS 000 HK$'000

Listed securities
— Listed eguity sccurinies in Hong Kong (naie (a)) 15,620 -

Unlisted debt security
— Debt security traded on inactive markets and of private issuers

(note (b)) 11.744 —
27.364 -
Muarket value of listed securities 15,620 -

(u)

(h

Upon Completion of disposal of Swank as lurther detailed in note 36(a) below, the Group will
hold approximately 5% of the existing issued shares of Swank and the Group's interest in
Swank has been classitied as available-for-sale financial asset.

The unlisted debt security has an effective interest rate of 12.3% and will mature on 29 April
2010. The unlisted debt security not publicly traded is secured by the issued capital of the
issuer on a pro ruta basis, and there is mo material difference between the carrying amount of
the asset and the present value of the estimated future cash lNows discounted at the current
market rate of return for a similar linancial asset.

LOANS RECEIVABLE

Group

2005 2004
HK$'000 HKS' 000

Secured
— Moulin Loan {nore () 50.000 -
— Others (nore (h)) 2.000 3,000
Unsecured (nore ()} 46 67
52.046 3.067
Provision for impairment (nete {aj) (45.000) -
7.046 3.067
L.ess: Non-current portion (1,000) (2.000)
60.046 1.067
(a) In February 2005, Active Base Limited {"Active Base™}, a subsidiary of the Company. entered

inte a loan agreement with Moulin Global Eyecare Holdings Limited which was subscquently
put into provisional {iquidation in June 2005 {("Moulin™), under which, Active Buase advanced
HKS$50 million 10 Moulin (*Moulin Loan™) in February 2003, As security for the Moulin Loan,
the following sceurity documents, amongst the others, were executed in favour of Active Base:

(i) A debenmture  agreement executed  between Moulin and  Active  Buse  ("Moulin
Debenture™), under which a first floating charge over all Moulin's undertaking. property.
assets, goodwill. rights and revenues. whatsoever and whatsoever. both present and
future, in favour of Active Base:
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(it Guarantee over the lisbilities of Moulin dated by Sharp Merit International Limited: and

(ii)  Guarantee over the liabilities of Moulin dated by Mr. Ma Bo Kee. Mr. Ma Lit Kin and
Mr. Ma Hon Kin,

[n or about June 2005, Moulin filed a legal claim against Active Base to challenge that both
the Moulin Lean and Moulin Debenture are not enforceable.

This legal litigation 15 currently at carly stage.

However, the directors of the Company have also carefully considered the current progress on
the realization of assets by Moulin’s provisional liquidators and the financial position of Moutin as
rclcased by Moulin up to the date of this report, and as a result, an impairment loss of HK$435
million has bheen recognised against the Moulin Loan in these financial sttements.

(b)  The loans receivable bears interest ranging from 3% to 12% per annum for both years.

CASH AND CASH EQUIVALENTS

Cash and cash cquivalems include the following components:

Group Company
2005 2004 2005 2004
HK$ 000 HK3000 HK3 000 HKS 000
Cash at bank and in hand 65,453 107,255 2.445 3,930
Short-term bank depaosits 331,322 290,469 261.617 273,043
396.775 397.724 264.062 276.973

The effective interest rate of short-term bank deposits is 4.0% (2004: (.5%). They have a maturity of

15 days and are cligible for immediate cancellation without receiving any interest for the last deposit
period.

Included in bank and cash balances of the Group ts HK$ 4.226.000 (2004: HKS 6.838.000) ol bank

balances denominated in Renminbi ("RMB™) placed with banks in the PRC. RMB is not a freely convertible
currency.

27.

PROPERTIES HELD FOR SALE

Group
2005 2004
HKS'000 HK3'000
At cost 6,333 6.333
Provision for impairmem (133) (333
6.200 6.000

The properties held for sale are situated in Hong Kong and are held under medium term leases.

—_74 —



APPENDIX 1 FINANCIAL INFORMATION ON THE GROUP

28.  FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS/SHORT TERM
INVESTMENTS

Group
2008 2004
HK$'000 HKS 000
Trading sccurities
— Listed equity securities in Hong Kong 2465 7.491
Market value of listed securities 2.465 7.491
29. INVENTORIES
Group
2005 2004
HKS$ 000 HK3 000
Raw materials .51 54,121
Work in progress 17,720 10,168
Finished goods 12.243 25,1210
67.540 89.410
As at 31 December 2005 and 2004, all inventories are stated a1 cosl.
0. ACCOUNTS RECEIVABLE
The aged analysis of the Group's accounts receivable is as follows:
2005 2004
HKS$ 000 Percentage HK$'000 Percentage
Current to three months 48.196 70 43,523 75
Four to six months 106 1] 2.597 2
Seven months to one year 943 1 14,532 12
Over one year 19.824 29 13,533 11
69.069 100 124,185 100
I L ——
Provision (6.177) {8.296)
Towd after provision 62.892 115.889

N L ——
The normal credit peried granted by the Group (o customers ranges from 21 days to 120 days.
31.  PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES
Included in the balance is an amount of HKS 20 million (2004: Nil} which represents the balance of
the consideration on the disposal of controlling interest in Swank as referred to note 36 below. The

directors consider that the balance of prepayments, deposits and other receivables approximate their fair
value.
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32.  ACCOUNTS PAYABLE

The aged analysis of the Group's accounts payable is as follows:

Group
2005 2004
HK$'000 HKS 000
Current o three months 46.809 532,736
Four to six months 12189 34,148
Seven months to one year 6.629 5.298
Over one year 6.031 522
71.658 92,704

Accounts payable aged less than four months accounted for 65% (2004: 57%) of the 1otal accounts
payable.

33, PROVISION FOR LONG SERVICE PAYMENTS

Group Company
2005 2004 2005 2004
HES 000 HKS 000 HK$'000 HES 000
At beginning of year 949 1,243 230 240
Amount utilised during the year 379 {294) - (1m
At end of year 570 949 230 230

The Group provides for the probable future long service payments expected to be made to employees
under the Hong Kong Employment Ordinance, as further explained under the heading “Employee benefits”
in note 4(p) 1o the financial statements. The provision is hased on the best estimate of the probable future
payments which have been carned by the ¢mployees from their service to the Group to the balance sheet
date.

34. DEFERRED TAX LIABILITIES

Group
Accelerated tax
depreciation
2005 2004
HK$'G00 HKE 000
At | January 3az 1,433
Charge to equity for the year - 1,689
Credit to income statement for the year {1.069) —
At 31 December 2,053 3,122

The Group has tax losses arising in Hong Kong of approximately HKS$142,700.000 (2004:
HK$177.890,000) that are available indefinitely for offsetting against future taxable profits of the companies
in which the losses arose. Deferred 1ax assets have not been recognised in respect of these losses as they
have arisen in subsidiaries that bave been loss-making for some time.
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35.  ISSUED CAPITAL
2005 2004
HK$ 000 HK$ 000
Authorised:
50,000.000,000 (2004: 50,000.000,000) ordinary shares of
HK$0.01 (2004: HK$0.01) euch 500.000 500,000
Issued and fully paid:
286,068,644 (2004: 286.068.644) ordinary shares of
HK$0.01 each (2004: HK$0.01) each 2861 2,861
There was no repurchase of any shares during the year.
36. NOTE TO THE CONSOLIDATED CASH FLOW STATEMENT
Disposal of controlling interest in Swank
2005 2004
HK$ 000 HKS 000
Net assets disposed of:
Property, plant and equipmem 45,575 -
Interests in associates 31.656 -
Cash and bank balances 31,226 -
Time deposits 3719 -
Accounts receivable 43916 -
Prepayment, deposits and other receivables 5.060 -
Inventories 27,222 -
Accounts payable (20,362) -
Amounts due to associates (2.904) -
Other payables and accruals 9.914) -
Tax payable (850) -
Provision for long service payments 379) -
Amount due to a sharcholder 47.716) -
Promissory note payable (102.073) -
835 -
Gain on disposal 42,244 -
Total consideration 43,079 -
Satisfied by:
Cash received 23.079 -
Other receivable (nore 31) 20,000 -
43,079 —
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An analysis ol net outflow of cash and cash cquivalents in respect of the disposal of controlling
interest in Swank is as follows:

2005 2004

HK$ 000 HKS 000

Cush consideration received 23.079 -
Cash and bunk halance disposed (31.226) -
Time deposits disposed (379) -
Net cash outflow (8.526) -

(a)  On 20 January 2005, Probest Holdings Ine ("Probest”) which is a wholly-owned subsidiary of
the Company. amongst the others. entered into a conditional sale and purchase agreement (as
amended by the supplemental agreement dated 13 April 2003) ("Swank Disposal Agreement”™)
with an independent third party, China Time Investment Holdings Limited (“China Time™),
pursuant to which Probest disposed of 1.437.396.440 issued shares of the Swank Internationat
Manutacturing Company Limited ("Swank™). representing approximately 46% of the existing
issued shares of Swank at the consideration ol approximately HK$43 million which are to be
received by two instalments as follows:

(i} as o HK$23 million within six months of completion: and
(1) as o HK$20 million on the anniversary ol completion,
The Swank Disposal Agreement was completed on 3 June 2005.

(b)  Upon completion of the Swunk Disposal Agreement on 3 June 2005, Profitown issued and
delivered 4 new Promissory Note of HK$ 112.285.435 to Probest, which is guaranteed by
Swank ("Swank Guarantee™). The obligations of Swank under the Swank Guarantee are
unsecured and will cease to be effective if the Put Option, as referred 1o (c) below, is exercised
and the transaction contemplated under the Put Option is completed.

(c)  On completion of the Swank Disposal Agreement. Swank, Probest and the Company, and
Profitown emtered into a sharcholder agreement to regulate the management of Profitown
C*Profitvwn  Sharcholders  Agreement™),  Pursuant to principal terms of the Profitown
Sharcholders Agreement, Swank will have the right to request Probest or an independent third
party procured by Probest to purchase (the “Put Option™) all (but not part of only) of its
shares, being 70% of all the existing issucd shares of Profitown exercisable al any time before
the expiry of 30 manths from the Completion Dute of the Share Disposal Agreement at a price
equal to the net tangible asset value of Profitown as at the date of exercise of such put aption
aributable 10 such shares and such purchaser will assume all the liabilities due from Swank to
any member ol the Profitown Group incurred prior to the date of Profitown Shareholders
Agreement at nil consideration. Il the net tangible asset value of Profitown as determined on
the same basis and accounting policies adopted by Profitown in its latest audited accounts shall
fall below zero during the 30-month period from the Completion Date, Probest will indemnify
Prolitown on demand for the deficit in the cvent that such deficit cxceeds the outstanding
principial amount of the new Promissory Note due (o Probest and the interest accrued. The Put
Option and such indemnity by Probest will cease and Probest shall have no further obligations
in respect thercto if (i) the aggregate shareholding of China Time in the Company falls below
5190 (i1) there is uny chunge to the majority of the board of directors of China Time since the
date of and as disclosed in the Share Disposal Agreement: and {iii) Mr. Wang An Kang ceascs
10 be the Tegal and beneficial owner of at least 75% of and in China Time.
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idy Upon completion of the Swank Disposal Agreement, the Company and its whaolly-owned
subsidiary, Probest, exceuted a deed in favour of Chinay Time (“Tomorrow Group Deed™).
pursuant to which, Probest shalt indemnify China Time for an amount of HK$36.247.530 upon
demand in case Swank ceases (o be listed on the Stock Exchange under certain circumstances
as detailed in the joint announcement dated 18 April 2005 made by the Company, Swank and
Ching Time.

Upon completion of the above Swank Disposal Agreement and its refated loan restructuring
agreement, the Group realized a net gain of approximately HK$42 million.

37.  SHARE OPTION SCHEME

The Company operates a share option scheme (the “Tomorrow Scherme™) for the purpose of providing
incentives and rewards 1o eligible participants who contribuie to the success of the Group’s operations.
Eligible participants of the Tomorrow Scheme include the Company’s directors. including independent
non-cxecutive directors, other employees of the Group, suppliers of goods or services to the Group.
customers of the Group. the Company’s sharchoelders, and any minerity shareholder of the Compuny’s
subsidiaries. The Tomorrow Scheme became effective on 29 May 2002 and. unless otherwise cancelled or
amended. will remain in force for [0 years from that date.

The maximum number of unexercised share options curremtly permitted to be granted under the
Tomorrow Scheme is an amount equivalent. uvpon their exercise, to 10% of the shares of the company in
issue at any time, The maximum number of shares issuable vnder share options o each eligible panicipant
in the Tomorrow Scheme within any 12-month period. is limited to 1% of the shares of the Company in
issue at any time. Any further grant of share options in excess of this limit is subject to shareholders’
approval in a gencral mecting.

Share options granted 1o a director. chief executive or suhstantial shareholder of the company. or to
any of their associules. are suhject to approval in advance by the independent non-execulive dircetors. In
addition. any share options granted to o substantial sharcholder or an independent non-execulive director of
the company, or to any of their associates, in vxcess of 0.1% ol the shares of the company in issuc at any
time or with an aggregate value (bused on the price of the company’s shares at the date of the grant) in
excess of HK$3 mitlion, within any [2-month period, are subject 1o sharcholders™ approval in advance in a
genera] meeting.

The offer of a grant of share options may be accepted within 21 duys from the date of the offer. upon
payment of a nominal consideration of HKS$1 in total by the grantee. An option may be exercised under the
Tomorrow Scheme at any time during a period not exceeding five years after the dale when the option is
granted and expiring on the last date of such period.

The exercise price of the share options is determinable by the direclors, but may not be less than the
higher of (i) the Stock Exchange closing price of the Company’s shares on the diste of the offer of the share
options: (ii) the average Stock Exchange closing price of the Company's shares for the five trading days
immediately preceding the date of the oifer; and (i1i) the nominal value of an ordinary share.

Share options do not confer rights on the helders to dividends or o vote at shareholders™ meetings.

No share options have been granted during the year and no share options outstunding as at the
balance sheet date.

38. RESERVES
(ay  Group

The amounts of the Group's reserves and the movements therein for the current and prior year
are presented in the consolidated stiement of changes in equity.
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39.

40.

(b) Company

Capital
Share redemption Contributed Retained
premium reserve surplus profits Total

HK$'000 HK$'000 HK3 000 HK$ 000 HK$'000

At 1 January 2004 200,556 77 368,125 34,646 603,404
Net profit for the
year - - — 1,538 1,538

At 31 December

2004 and

at 1 January 2003 200,556 77 368,125 36.184 604,942
Net profit for the

year - - - 5,501 5,501

At 31 December
2005 200,556 77 368,125 41,685 610,443

At 31 December 2005, the aggregate amount of reserve available for distribution to equity
holders of the Company, calculated in accordance with the Companies Act 1981 of Bermuda (as
amended), was HK$409.810,000 (2004: HK$404,309,000), In addition, the Cempany’s share premium
account, in the wimount of HK$200,556,000 may be distributed in the form of fully paid bonus shares.

CONTINGENT LIABILITIES

Company
2005 2004
HK3 000 HK$'000
Guarantees of banking facilities granted to subsidiarics 15,300 28,300

The Group had no other significant contingent Habilities at the balance sheet date (2004: Nil).
COMMITMENTS

(a)  Capital commitments

Group
2005 2004
HK$'000 HK$000
Property, plant and cquipment
- Contracted but not provided for 6,075 -
Deferred product development costs
— Contracted but not provided for 583 -
— Authorised but not centracted for - 8l
Commitments to contribute to subsidiaries registered
in the PRC 27,958 4,618
34,616 5,429

The Company had no significant comanitments at the balance sheet date (2004; Nil),
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41.

h

Operating lease commitments

The Group leases certain of its office properties, factory premises. warchouses and office

cquipment under operating lease arrangements. Leases Tor office properties, factory premises and
warchouses arc negotiated for terms ranging from one o filteen years, and those office equipment for
a term ol three years.

At 31 December 2005, the Group and the Company had future minimum lease under

non-cancellable operating leases falling committed Tor due as follows:

Group Company
2005 2004 2005 2004
HK3'000 HK3'000 HES 000 HK$'000
Land and buildings:
Within one vear 6.144 10,010 1.756 1.736
In the second to fifth years,
inclusive 16,828 19,258 3,371 5.127
Alter five years 1.580 3,538 - -
24.552 32.806 5,127 6.883
Office equipment:
Within onc vear 89 210 - -
In the second to fifth years.
inclusive - 89 - -
89 299 - -
24,641 33,105 5.127 6.883

CONNECTED AND RELATED PARTY TRANSACTIONS

During the year, the Group had the following connected and related party iransactions:

{(a)

{(b)

A loan of HK$24,100,000 (2004: HK$16,000.000) was granted by a wholly-owned subsidiary
of the Group to E-Top PCB Limited (“E-Top™). a §7% owned subsidiary of the Group, for its
general working capital. The loan was unsecured, bure interest at the one-month Hong Kong
dollar time deposit rate and had no tixed terms of repayment,

In addition, the Group had certain banking facilitics, with a total limit of HKSI5 million

(2004: HKS28 million), which were used by a wholly-owned subsidiary of the Group. These
banking facilities were secured by corporate guarantees executed by E-Top and Plentiful, both
of which are 57% owned subsidiarics of the Group, and certain wholly-owned subsidiaries of
the Group. and certain Ieaschold buildings of the Group {note 16), and certain leuschold land
of the Group (note 17),
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(c) In addition to the fransactions and balances detailed clsewhere in these financial statements,
the Group had the following muterial transactions with related parties during the year:

2005 2004

Nate HKS'000 HKS$ 000

Sales of products (0 associates {i) 3,746 10,224
Purchases of products from associates (i) 6.327 14,807
Management fee income from associates (iii} 256 585

(i) The sale 1o the associates were made according to the published prices, terms and
conditions offered to the major third party customers ol the Group.

(i) The purchases from the associutes were made according to the published prices, terms
and conditions offered by the associates to their major third party customers,

{(iii) The management fee income was charged according 1o the management’s estimation on
costs of office premises and utilities used by the associates,

42.  POST BALANCE SHEET EVENTS

On 8 March 2006, the Company announced and proposed to raise approximately HK$173.4 million,
belore cxpenses, by issuing 357,585,805 offer shures at a price of HK$0.485 per offer share hy way of the
open offer. on the basis of an assured entittement of 5 offer shares for every 4 existing shares held on the
record date and payable in lull on acceptance. The registered holders of fully-paid offer shares will be
issued 5 bonus shares for every 7 fully-paid offer shares. In order to facilitate the open offer by enabling
the Company to allot and issue the bonus shares, which will only be issued to registered holders of the
fully-paid offer shares. the Board proposed the amendment of the bye-laws of the Company to allow a
distribution e shareholders on a non pro-rata busis. The Board turther preposed the share consolidation,
upon completion of the open offer and the bonus issue. involving a consolidation of every 4 existing shares
into one consolidated share, For details, please refer o the announcement of the Company dated ¥ March
2006 and a circular of the Company dated 28 April 20006,

43.  COMPARATIVE FIGURES

Certain comparative tigures have been adjusted or re-classified as o result of the changes in
accounting policies. Further details are disclosed in note 2 and 3.

44. PARENT ENTERPRISE

The directors consider Winspark Venture Limited. which is incorporated in the British Virgin Islands.,
to be its parent enterprise.
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4. INDEBTEDNESS

At the close of business on 30 April 2006 (being the latest practicable date for the
purpose of this indebtedness statement prior to printing of this prospectus). the Group had
nil outstanding borrowings.

In addition, as at 30 April 2006, the Company had contingent ligbilities in respect of
guarantees of banking facilities of approximately HK$15 million.

Save as set out in the preceding paragraph and apart from intra-group liabilities and
normal trade payables and bills payable. none of the companies of the Group had
outstanding as at the close of business of 30 April 2006 any mortgages, charges, debentures,
loan capital, debt securities (whether issued and outstanding. and authorised or otherwise
created but unissued), term loans and overdrafts, or other similar indebtedness, finance
leases or hire purchase commitments, liabilities under acceptances or acceptances credits or
other borrowings or indebtedness in the nature of borrowings or any guarantees or other
material contingent liabilities.

For the purpose of the above indebiedness statement, foreign currency amounts have
been translated into Hong Kong dollars at the approximate exchange rates prevailing at the
close of business on 30 April 2006.

There has been no material change in the indebtedness or contingent liabilities of the
Group since 30 April 2006,

5. WORKING CAPITAL

The Directors are of the opinion that. after tauking into account the internal resources
available to the Group. the net estimated proceeds of the Open Offer and in the absence of
unforeseen circumstances. the Group has sufficient working capital for its present
requirements for the next twelve months from the date of this prospectus,

6. MATERIAL ADVERSE CHANGES

Save as the Open Offer and Bonus Issue and the information set out under Appendix |1
“Unaudited pro forma financial information™. the Directors are not aware of any material
adverse change in the financial or trading position of the Group or any significant events
which have occurred to any business of the Group and within the Group, since 31 December
2005, being the date to which the latest published audited financial statements of the Group
were made up.
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&

CCIF
CCIF CPA LIMITED

37/F Hennessy Centre
500 Hennessy Road
Causeway Bay Hong Kong

30 May 2006

The Board of Directors

Tomorrow International Holdings Limited
27th Floor Henley Building

5 Queen’s Road

Central

Hong Kong

Dear Sirs,

We report on the unaudited preo forma financial information (“Unaudited Pro Forma
Financial Information™) of Tomorrow International Holdings Limited (the “Company™) and
its subsidiaries (hereinafier collectively referred to as the “Group™) set out in Appendix 1l of
the Company’s prospectus dated 30 May 2006 (the “Prospectus™) in connection with the
proposed open offer of 357,585,805 new shares on the basis of 5 offer shares for every 4
existing shares held with 5 bonus shares for every 7 fully-paid offer shares (the “Open Offer
and Bonus Issue™). which has been prepared by the directors of the Company. for illustrative
purposes only. to provide information about how the Open Offer might have affected the
relevant financial information presented.

Responsibilities

It is the responsibility solely of the directors of the Company to prepare the unaudited
pro forma financial information in accordance with Rule 4.29 of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (“Listing Rules”) and
with reference to Accounting Guideline 7 “Preparation of Pro Forma Financial Information
for Inclusion in Investment Circulars™ issued by the Hong Kong Institute of Certified Public
Accountants.

It is our responsibility to form an opinion, as required by paragraph 4.29(7) of the
Listing Rules, on the unaudited pro forma financial information and to report our opinion to
vou. We do not accept any responsibility for any reports previously given by us on any
financial information used in the compilation of the unaudited pro forma financial
information beyond that owed to those to whom those reports were addressed by us at the
dates of their issue.
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Basis of opinion

We conducted our engagement in accordance with Hong Kong Standard on Invesiment
Circular Reporting Engagements 300 “Accountants” Reports on Pro Forma Financial
Information in Investment Circulars™ issued by the HKICPA. Our work consisted primarily
of comparing the unadjusted financial information with source documents. considering the
evidence supporting the adjustments and discussing the Unaudited Pro Forma Financial
Information with the Directors. This engagement did not involve independent examination of
any of the underlying financial informaticn.

We planned and performed our work so as to obtain the information and explanations
we considered necessary in order to provide us with sufficient evidence o give reasonable
assurance that the Unaudited Pro Forma Financial Information has been properly compiled
by the Directors on the basis stated, that such basis is consistent with the accounting
policies of the Group and that the adjustments are appropriate for the purpose of the
Unaudited Pro Forma Financial Information as disclosed pursuant to paragraph 4.29(1) of
the Listing Rules.

The Unaudited Pro Forma Financial [nformation is for illustrative purpose only, based
on the judgements and assumptions of the Directors. and. because of its hypothetical nature,
does not provide any assurance or indication that any event will take place in the future and
may not be indicative of:

e the financial position of the Group as at 31 December 2005 or at any future date:
and

e results and cash flows of the Group for the year ended 31 December 2005 or any
future period.

Opinion
In our opinion:

(a) the unaudited pro forma financial information has been properly compiled on the
basis as stated;

(b) such basis is consistent with the accounting policies of the Group: and

(¢c) the adjustments are appropriate for the purposes of the unaudited pro forma
financial information as disclosed pursuant to Rule 4.29 of the Listing Rules.

Yours faithfully,
For and on behalf of
CCIF CPA Limited
Choi Man On, Andy

Director
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UNAUDITED PRO FORMA ADJUSTED CONSOLIDATED NET ASSET VALUE

The estimated financial effect on the unaudited pro forma adjusted consolidated net
asset value attributable to equity holders of the Group immediately after completion of the
Open Offer is summarised as follows:

Audited net asset value Unaudited pro forma adjusted
attributable to equity holders consolidated net asset value
of the Group as Estimated net proceeds of the attributable to equity holders of
at 31 December 2005 Open Offer the Group after Open Offer
Nore 1 Neve 2
HK$ million HK$ million HKS$ million
784 170 954
Notes HK3

Audited consolidated net asset values attributable to equity
holders per Share prior to the Open Offer and the Bonus
[ssue 3 2.74

Adjusted unaudited pro forma consolidated net asset values

attributable to equity holders per Share after the Open

Offer and the Bonus Issue 4 1.06
Nuotes:

l. Extracted from the annual report of the Company for the year ended 31 December 2005,

2. Represents the estimated net proceeds from the issuance of 357.585.805 Offer Shares at HK$0.485
cach after the estimated expenses of the Open Offer of approximately HKS3.400.000.

3. Based on 286,0008.644 Shures in issue as ut the Latest Practicable Date.

4, Based on §99.072.879 Shares upon completion of the Open Offer and the Bonus [ssue.
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1. RESPONSIBILITY STATEMENT

This prospectus includes particulars given in compliance with the Listing Rules for the
purpase of giving information with regard to the Company. The Directors collectively and
individually accept full responsibility for the accuracy of the information contained in this
prospectus and having made all reasonable enquiries, confirm that to the best of their
knowledge and belief there are no other matters the omission of which would make any
statement in this prospectus misleading.

2. SHARE CAPITAL

The authorised and issued share capital of the Company as at the Latest Practicable
Date were and immediately following the Open Offer and the Bonus Issue and the Share
Consolidation (assuming the Open Offer and the Bonus Issue becoming unconditional and
the Share Consolidation becoming effective) will be as follows:

Aunthorixed: HK$'000
50.000.000.000 Shares 500.000

Issued, to be issued and fully paid or credited as fully paid up:

286,068,664  Shares in issue as at the Latest Practicable Date 2.861
357.585.805 Shares to be issued pursuant to the Open Offer 3.576
255.418.430 Shares to be issued pursuant to the Bonus Issue 2.554
899.072.879 8.991

Consolidated Shares in issue upon the Share
224.768.219 Consolidation becoming effective 8.991

All existing Shares rank equally in all respects. including in particular as to dividend,
voting rights and return on capital.

The Otfer Shares and the Bonus Shares will. when allotted and issued. rank pari passu
in all respects with the Shares in issuve including the right to receive all future dividends and
distributions which are declared. made or paid on or after the date of issue and allotment of
the fully-paid Offer Shares and the Bonus Shares.

All of the Consolidated Shares. when allotied and issued. shall rank pari passu in all
respects with each other, including in particular as to dividends, voting rights and return on
capital.

The Shares are listed on the Stock Exchange. No part of the share capital or any other
securities of the Company is listed or dealt in on any stock exchange other than the Stock
Exchange and no application is being made or is currently proposed or sought for the Shares
or any other securities of the Company to be listed or dealt in on any other stock exchange.
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No share or loan capital of the Company has been put under option or agreed
conditionally or unconditionally to be put under option and no warrant or conversion right
affecting the Shares has been issued or granted or agreed conditionally, or unconditionally to
be issued or granted.

3. CORPORATE INFORMATION AND PARTIES INVOLVED IN THE OPEN
OFFER

Registered office Clarendon House, 2 Church Street
Hamilton HM 11, Bermuda

Head office and principal place 27th Floor, Henley Building

of business 5 Queen’s Road Central
Hong Kong
Authorised representatives Louie Mei Po
Tam Wing Kin

Company secretary & qualified Tam Wing Kin FCCcA
accountant

Underwriter Winspark Venture Limited

Legal advisers to the Company As to Hong Kong Law:
Vincent T.K. Cheung, Yap & Co.
15th Floor
Alexandra House
18 Chater Road
Hong Kong

As to Bermuda law:
Conyers Dill & Pearman
2901, One Exchange Square
8 Connaught Place

Central

Hong Kong

Auditors CCIF CPA Limited
Certified Public Accowntanis
37th Floor, Hennessy Centre
500 Hennessy Road
Causeway Bay
Hong Kong

Principal share registrar The Bank of Bermuda Limited
6 Front Street
Hamilton HM11
Bermuda
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Hong Kong branch share Computershare Hong Kong Investor
registrar Services Limited
Shop 1712-1716
17th Floor
Hopewell Centre
183 Queen’s Road East
Wanchai
Hong Kong

Principal bankers Credit Suisse
UBS
The Hongkong and Shanghai Banking
Corporation Limited
Fubon Bank (Hong Kong) Limited
Industrial and Commercial Bank of
China (Asia) Limited

4, PARTICULARS OF DIRECTORS
The brief biographies of the Directors are set out below:
Executive Directors

Mr. YAU Tak Wah, Paul — Chairman, aged 50. is the founder of the Group and
is primarily responsible for corporate strategic planning. He holds a bachelor of science
degree in mechanical engineering and has more than 20 years’ cxperience in the
electronics industry. Before he established the Group. Mr. Yau worked as design
engineer in a renowned US electronics company operating in Hong Kong where he
gained invaluable experience in production design and established close business
relationships with various electronics manufacturers in Hong Kong.

Ms. LOUIE Mei Po - Director. aged 38, is responsible for business investment
and development of the Group. Ms. Louie holds a master’s degree in Business
Administration and a bachelor’s degree in Social Science from the Chinese University
of Hong Kong. Prior 1o joining the Group, Ms. Louiec was the executive director of two
listed companies in Hong Kong specialising in mortgage loan financing. property
investment and development. She has over ten years’ experience in business investment
and development. She joined the Group in February 2000,

Ms. WONG Shin Ling, Irene — Director, aged 45, is responsible for management
and administration of the Group. Ms. Wong has over 13 years of experience in the field
of property development and management. Prior to joining the Group. she was an
executive director of two listed companies in Hong Kong specializing in mortgage loan
financing. property investment and development. She joined the Group in February
2000,
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Mr. TAM Wing Kin - Director, aged 40, is responsible for finance of the Group.
He is a member of The Chartered Institute of Management Accountants. The
Association of Chartered Certified Accountants and The Hong Kong Institute of
Certified Public Accountants. He is aiso a Certified Public Accountant (Practising).
Prior to joining the Group, he worked for an international accountancy firm and two
listed companies in Hong Kong. He has over 16 years of experience in accounting
ficld. He joined the Group in February 2000,

Independent Non-Executive Directors

Mr. NG Waj Hung — Director. aged 42. is a practicing solicitor and a partner in
lu, Lai & Li. a Hong Kong firm of solicitors and notaries. Mr. Ng has extensive
experience in the area of securities law, corporate law and commercial law in Hong
Kong and has been involved in initial public offerings of securities in Hong Kong as
well as corporate restructuring, mergers and acquisitions and takeovers of listed
companies. He frequently advises multinational and Hong Kong corporations on private
equily investments, joint ventures as well as regulatory compliance. He joined the
Group in March 2000.

Mr. CHEUNG Chung Leung, Richard — Director, aged 52, has over 20 years of
experience as an architect and real estate investment adviser. He is also the Executive
Chairman of China SMS Limited. He graduated from the University of Hong Kong
with degrees of Bachelor of Arts (Architectural Studies) and Bachelor in Architecture.
He is a member of the Hong Kong Institute of Architects and a Registered Architect
pursuant to the Architects Registration Ordinance. He joined the Group in March 2000,

Mr. WU Wang Li - Director. aged 31. has over 8 years of experience in the
auditing and accounting profession and consulting services. He is a director of GK Asia
Capital Limited and is admitted to the status of Certified Practising Accountant of CPA
Australia. He is also an independent non-executive director of Swank International
Manufacturing Company Limited. He joined the Group in September 2004,

The business addresses of the Directors are as follows:
Name of Director Address

Mr. YAU Tak Wah, Paul 27th Floor, Henley Building,
5 Queen’s Rouad Central, Hong Kong

Ms. LOUIE Mei Po 27th Floor, Henley Buiiding,
5 Queen’s Road Central. Hong Kong

Ms. WONG Shin Ling, lrene 27th Floor, Henley Building,
5 Queen’s Road Central, Hong Kong

Mr. TAM Wing Kin 27th Floor, Henley Building,
3 Queen’s Road Central, Hong Kong
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GENERAL INFORMATION

Name of Director

Mr. NG Wai Hung

Mr. CHEUNG Chung Leung,
Richard

Mr. WU Wang Li

Address

20/F.. Gloucester Tower. The Landmark,
Central, Hong Kong

Unit 17D, Sing Tech Fty Bldg. 49 Wong
Chuk Hang Road, Hong Kong

Flat 410. Yiu Hei House, Tung Hei Court,
Sai Wan Ho. Hong Kong

As at the Latest Practicable Date, there was no director or proposed director who
was a director or employee of a company which has an interest or short position in the
shares and underlying shares of the Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Purt XV of the SFO.

5. DIRECTORS’ INTERESTS

As at the Latest Practicable Date, the interests and short positions of the Directors and
chief executive of the Company in the shares. underlying shares and debentures of the
Company or any of its associated corporations (within the meaning of Part XV of the SFO)
which are required (a) to be notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and short positions which they
are taken or deemed to have under such provision of the SFO): or (b) pursuant to section
352 of the SFO (o be entered into the register referred to therein; or (c) pursuant to the
Model Code for Securitics Transactions by the Directors of Listed Companies in Listing
Rules to be notified to the Company and the Stock Exchange were as follows:—

Long positions in the Shares and the underlying shares (in respect of equity

derivatives) of the Company

Number of
underlying Shares

Name of

Director Capacity

Mr. Yau Tak Interest of a
Wah, Paul controlled

corporation (Note)

Ms. Louie Mei Beneficial owner

Po

Number of Shares
and approximate
percentage of total
shareholding

800.000 Shures
(0.28%)

1,500,000 Shares
(0.529%)

in respect of the
options granted
under the Share
Option Scheme

Nil

Nil

Note: These Shares are held through Pacific Shore Profits Limited, a company beneficially wholly owned

by Mr. Yau Tak Wah. Paul.
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Save as disclosed above, as at the Latest Practicable Date. none of the directors or
chief executive of the Company had any interests or short positions in any shares,
underlying shares and debentures of the Company or any of its associated corporations
(within the measuring of Part XV of the SFO) which are required (a) to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which they arc taken or deemed, to have such
provisions of the SFO): (b) pursuant to Section 352 of the SFO, to be entered in the register
referred to therein: or (¢) pursuant the Model Code for Securities Transactions by Directors
of Listed Companies in the Listing Rules relating to securities transactions by directors 1o be
notified to the Company and the Stock Exchange.

6. SUBSTANTIAL SHAREHOLDERS

As at the Latest Practicable Date. so far as it is known to any Directors and the chief
executive of the Company, Shareholders (other than Directors or chief executive of the
Company) who have interests or short positions in the Shares or underlying shares of the
Company which would fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO or which were required. pursuant to section 336 of
Part XV of the SFO. to be entered in the register referred to therein. or who is interested in
0% or more of the nominal value of any class of share capital carrying rights to vote in all
circumstances at general meeting of any other member of the Group were as follows:

(i) Long position in the Shares

Percentage of

Number of issued share
Shares capital of the
Name of shareholder Capacity interested Company
(Note 1)
Winspark Venture Limited Beneficial 788.807,598 87.74%
owner Shares
(Note 2)
Mr. Chan Yuen Ming Interest of a 788,807,598 87.74%
controlled Shares
corporation
{Note 3)
Nutes:
l. For the purpose of this prospectus. the sharcholding percentage is calculated on the basis of
899,072,879 Shares in issuc immediately after completion of the Open Offer and the Bonus
Issue assuming that (i) none of the Qualifying Sharcholders (except for the Underwriter) takes
up any provisional allotments of the Offer Shares and (i) the Underwriter has taken up all the
Offer Shares underwritten by it under the Underwriting Agreement.
2. The entire issued share capital of Winspark Venture Limited is beneficially wholly owned by

Mr. Chan Yuen Ming. These Shares comprise 175,803,363 cxisting Shares held by the
Underwriter, the full entitlement of 219,754,200 Offer Shares which the Major Sharcholder has
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undertaken to accepl. the 137.831.605 Offer Shares underwritten by it under the Underwriting
Agreement and the Benus Shares to be issued to it as a result of the Offer Shares subscribed
by it.

3. Mr. Chan Yuen Ming wholly and benelicially owns Winspark Venture Limited. Mr Chan is
therefore deemed to be interested in the Shares under the provisions of Divisions 2 and 3 of
Part XV of the SFO.

(ii) Long position in shares of other members of the Group

The parties, other than members of the Group, directly or indirectly. having 10%
or more interests in the subsidiaries of the Company as at the Latest Practicable Date
were as follows:

Approximate
percentage of
total issued share
capital or the
total registered
capital of the

Name of substantial respective

shareholder Name of subsidiary subsidiary

Electronics Tomorrow Limbrick [nvestment 26%
Manufactory Inc. Limited

Allied Success Inc. Prime Star Industries 12%
Limited

Dongguan Yifu Circuit Wanjiang Development 16.37%

Board Factory

Profitown Investment Swank International 70%
Corporation Manufacturing Co. Ltd

Save as disclosed above, as at the Latest Practicable Date, the Directors or chief
executive of the Company were not aware of uny other person (other than Directors or
chief executive of the Company) who has an interest or short positions in the Shares or
underlying shares of the Company or any option in relation thereto which would fall to
be disclosed to the Company under Divisions 2 and 3 of Part XV of the SFO or which
were required, pursuant to section 336 of Part XV of the SFO, to be entered in the
register referred to therein, or who is interested in 10% or more of the nominal value
of any class of share capital carrying rights to vote in all circumstances at general
meeting of any other member of the Group.
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7.  SERVICE CONTRACTS

As at the Latest Practicable Date. none of the Directors has entered into any service
contracts with the Company or any of its subsidiaries or associated companies, excluding
contracts expiring within one year without payment of compensation other than statutory
compensation,

8. INTERESTS IN CONTRACT OR ARRANGEMENT

As ai the Latest Practicable Date. none of the Directors was materially interested in
contract or arrangement subsisting which is significant in relation to the business of the
Group.

9. INTERESTS IN ASSETS

As at the Latest Practicable Date. none of the Directors had any direct or indirect
interest in any assets acquired or disposed of by or leased to any member of the Group or is
proposed to be acquired or disposed of by or leased to any member of the Group since 31
December 2005, being the date to which the latest published audited accounts of the
Company were made up.

10. COMPETING INTEREST

None of the Directors has any interest in any business which competes or is likely to
compele. either directly or indirectly, with the Group's business.

11. LITIGATION

On 11 July 2005, Moulin Global Eyecare Holdings Limited (in provisional liquidation)
("Moulin™) brought an action in the High Court of Hong Kong against Active Base Limited,
@ wholly owned subsidiary of the Company, in respect of a loan agreement dated 24
February 2005 relating to a loan of HKS$50 million (“Loan”) and a debenture executed by
Moulin, Moulin is seeking for a declaration that the Loan and the debenture are invalid,
unenforceable or otherwise not binding on itself and/or any liguidator. As at the Latest
Practicable Date, the pleadings stage had been completed, the parties had made mutual
discovery of their respective documents relating to the issues in the proceedings and witness
statements were also exchanged. The parties are yet to apply for the court’s direction to set
the case down for trial.

Suve as disclosed above, as at the Latest Practicable Date. neither the Company nor
any of its subsidiaries was engaged in any litigation or arbitration of material importance
and there was no litigation or claim of material importance known to the Directors to be
pending or threatened against the Company or any of its subsidiaries.
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12. EXPERTS AND CONSENT

The qualifications of the experts who have given opinion contained in this prospectus
are as follows:

Name Qualification
CCIF CPA Limited (“CCIF") Certified Public Accountants

As at the Latest Practicable Date, CCIF had no shareholding in any member of the
Group or the right (whether legally enforceable or not) to subscribe for or to nominate
persons to subscribe for securities in any member of the Group and had no direct or indirect
interest in any assets acquired or disposed of by or leased to any member of the Group since
31 December 2003, being the date to which the latest published audited accounts of the
Company were made up.

CCIF has given and has not withdrawn its written consent to the issue of this
prospectus with the inclusion of its letter and the reference to its name in the form and
context in which they appear.

13. DOCUMENTS REGISTERED OR FILED WITH THE REGISTRARS OF
COMPANIES IN HONG KONG AND BERMUDA

A copy of this prospectus together with a copy of the provisional allotment letter have
been registered with the registrar of Companies in Hong Kong pursuant to Section 342C of
the Companies Ordinance. A copy of each of the Prospectus Documents has been filed with
the Register of Companies in Bermuda in accordance with the Companies Act.

14, MATERIAL CONTRACTS

The following contracts, not being contracts in the ordinary course of business, have
been entered into by the Group within two years preceding the Latest Practicuble Date and
are or may be material:

a. the Underwriting Agreement;

b.  the agreement for the sale and purchase of an aggregate of 1,874,917,645 share(s)
of HK$0.01 each in the issued share capital of Swank International Manufacturing
Company Limited (“Swank™) dated 20 January 2005 (the "Swank Agreement”)
entered into between China Time Investment Holdings Limited, Probest Holdings
Inc. (“Probest”, an indirect wholly owned subsidiary of the Company), Rich
Global Investments Limited, Kingsway Lion Spur Technology Limited, the
Company and SW Kingsway Capital Holdings Limited, at a total consideration of
approximatety HK$56,247.530;

c. the loan restructuring agreement dated 20 Janvary 2005 as varied and
supplemented by the supplemental loan restructuring agreement dated 13 April
2005 entered into between Probest, Swank and Profitown Investment Corporation
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in relation to, inter alia, the restructuring of the loan in the principal amount of
HK$163,000,000 due and owing by Swank to Probest under the promissory note
dated 3 November 2003, and

the supplemental agreement in relation to the Swank Agreement dated 13 April
2003,

15. MISCELLANEOQUS

(i)

(i1)

The expenses in connection with the Open Offer, including underwriting
commission, printing, registration, legal, professional and accounting charges are
estimated to amount to approximately HK$3.4 million and will be payable by th
Company. :

The English text of this prospectus shall prevail over the Chinese text in the case
of any inconsistency.

16. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents are available for inspection at the offices of Vincent
T.K. Cheung, Yap & Co. at 15/F, Alexandra House, 18 Chater Road, Hong Kong, during
normal business hours up to and including 14 June 2006:

(a)
(b)

()

(d)

(e)

the memorandum of association of the Company and Bye-laws;
the material contracts referred to in this appendix;

the annual report of the Company for the two financial years ended 31 December
2005;

the written consents referred to in the section headed “Experts and consent” of
this appendix; and

the circular of the Company dated 10 May 2005 in relation to the agreements

referred to in paragraph (b), (¢) and (d) of the section headed “material contracts”
of this appendix.
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The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes no
representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss
howsoever arising from or in reliance upon the whole or any part of the contents of this announcement.
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Tomorrow International Holdings Limited

(incorporated in Bermuda with limited liability)
(Stock Code: 0760)

RESULTS OF SGM
AND
DESPATCH OF THE PROSPECTUS DOCUMENTS

The Board is pleased to announce that at the special general meeting (“SGM”) of the Company held on 30 May
2006, the ordinary resolutions approving, inter alia, the Open Offer and the Bonus Issue, the Underwriting
Agreement and the special resolutions approving the Amendment of the Bye-laws were duly passed by the
Independent Shareholders by way of poll.

The Prospectus Documents, which include the Prospectus and the provisional allotment letter were despatched to
the Shareholders on 30 May 2006.

References are made to the announcement of Tomorrow International Holdings Limited (the “Company”) dated 8
March 2006 and the circular of the Company dated 28 April 2006 (the “Circular’™). Terms used herein shall have the
samic meanings as those defined in the Circular unless the context requires otherwise.

RESULTS OF SGM

The Board is pleased to announce that at the special general meeting (“*SGM™) of the Company held on 30 May 2006,
the ordinary resolutions approving, inter alia, the Open Offer and the Bonus Issue, the Underwriting Agreement and the
special resolutions approving the Amendment of the Bye-laws as set out in the notice of SGM (the “Notice of SGM™)
contained in the Circular were duly passed by the Independent Sharcholders by way of poll.

As at the date of the SGM, the total number of Sharcs in issue were 286,068,644 Shares. The Board confirmed that the
Major Sharcholder and its associates had abstained from voting on the special resolution No. 1 and the ordinary
resolutions No. 2 and 3 as set out in the Notice of SGM. Accordingly, the total number of Shares held by the
Independent Shareholders entitled to attend and vote for or against the special resolution No. | and the ordinary
resolutions No. 2 and 3 were 110,265,281 Shares.

The polt results were as follows:
Number of Shares represented by votes (%)

For Against
Special Resolution No. 1 52,816,200 (99,9992%) 400 (0.0008%)
Ordinary Resolution No. 2 52,816,200 (99.9992%) 400 (0.0008%)
Ordinary Resolution No. 3 52,816,200 (99.9992%) 400 (0.0008%)
Ordinary Resolution No. 4 222,963,363 (99.9998%) 400 (0.0002%)

Computershare Hong Kong Investor Services Limited was appointed as the scrutineer for the vote-taking at the SGM.

DESPATCH OF THE PROSPECTUS DOCUMENTS

The Prospectus Documents, which include the Prospectus and the provisional allotment letter were despatched to the
Shareholders on 30 May 2006. Shareholders should note that the Shares have been dealt in on an ex-entitlement
basis since 19 May 2006 and the conditions to which the Open Offer is subject remain unfulfilied. If the
conditions of the Open Offer are not fulfilled or the Underwriting Agreement is terminated by the Underwriter,
the Open Offer will not proceed. Any Shareholder or ather person dealing in the Shares up to the date on which
all conditions to which the Open Offer is subject are fulfilled witt accordingly bear the risk that the Open Offer




may not become unconditional or may not proceed. Any Shareholder or other person contemplating selling or
purchasing Shares during such period who is in any doubt about his or her position is advised to consult his or
her professional adviser.

By Order of the Board
Tomorrow International Holdings Limited
Yau Tak Wah, Paul
Chairman
Hong Kong, 30 May 2006

As at the date of this announcement, the Board comprises Yau Tak Wah, Paul, Louie Mei Po, Wong Shin Ling, Irene and

Tam Wing Kin who are executive Directors and Ng Wai Hung, Cheung Chung Leung, Richard and Wu Wang Li who are
the independent non-executive Directors.

Please also refer to the published version of this announcement in The Standard.
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EXHIBIT A

Tomorrow International Holdings Limited (the "Company")

sclosure/Reporting Requirements pursuant to the Hong Kong Companies Ordinance (Cap. 32) (the "CO")

VENT REQUIRING PUBLIC FILING OR DISCLOSURE

TIMEFRAME

Establishment of a place of business in Hong Kong (i.e.

registration under Part XI of the CO).

The following documents must be delivered to the
Registrar:

(2)

(b)
(©)

(d)

Certified copies of constitutional documents of
the Company (e.g. memorandum of association
and by-laws),

List of Directors and Secretary,

Memorandum of appointment or power of
attorney by which the Company's authonzed
agent(s) in Hong Kong for service of process
and notices is appointed, the address of the
company's principal place of business in Hong
Kong and its country of incorporation and the
address of its registered office, or equivalent
thereof, in its place of incorporation,

Certified copy of Company's certificate of
incorporation, and

Within 1 month of establishment of a place
of business in Hong Kong.

AUTHORITY

Section 333 - Part XI of the
CO.




VENT REQUIRING PUBLIC FILING OR DISCLOSURE

TIMEFRAME

(¢)

Certified copy of most recent financial
statements as required by the law of the place of
incorporation or as submitted to members of the
Company.

Alteration of any of the documents described in 1(a),
1(b) or 1(c) above.

Change in the corporate name of the Company.

(2)

(b)

Certified copies of balance sheet, profit and loss
account, group accounts if any, directors’ report,
and auditors' report of the Company, and

A return of the Company confirming no
alteration in the documents and particulars
delivered under Section 333 other than the
alterations, if any, notified under Section 335.

21 days after the date of the alteration or 21
days after the date on which notice thereof
could in due course of post and if
dispatched with due diligence have been
received in Hong Kong.

21 days after the date of the change or 21
days after the date on which notice thereof
could in due course of post and if
dispatched with due diligence have been
received in Hong Kong.

At least once every calendar year and at
intervals of not more than 15 months.

AUTHORITY

Section 335(1) - Part XI of
the CO.

Section 335(2) - Part XI of
the CO.

Section 336(1) -Part XI of
the CO.




VENT REQUIRING PUBLIC FILING OR DISCLOSURE

TIMEFRAME

Commencement of liquidation or appointment of
liquidator for the Company

Ceasing to have a place of business in Hong Kong.

Public offering in Hong Kong of securities - a dated

prospectus containing inter alia the following particulars

must be delivered to the Registrar for registration:

(a)
(b)

(©)

d

(e)

constitutional document(s) of the company,

the statutory provisions under which the
incorporation of the company was effected,

Address where the documents referred to in (a)
and (b) can be inspected,

the date and place of incorporation of the
company, and

the address of the company's principal place of
business in Hong Kong (if applicable).

Within 7 days after the date on which notice
of such event could, in due course of post
and if dispatched with due diligence from
the country in which the company is
incorporated, have been received in Hong
Kong.

Immediately.

Prior to the publication, circulation or
distribution of the prospectus.

AUTHORITY

Section 337A - Part XI of the
CO.

Section 339 - Part XI of the
CO.

Section 342/342C - Part X1
of the CO.



closure/Reporting Requirements pursuant to the Stock Exchange Listing Rules ("'Listing Rules"')

VENT REQUIRING PUBLIC FILING OR DISCLOSURE

TIMEFRAME

Information relating to the company and its subsidiaries,
if any, which:

(a) is necessary to enable the Stock Exchange of
Hong Kong Limited (the "Exchange") and the
public to evaluate the company and its
subsidiaries, if any,

(b)  is necessary to avoid the establishment of a false
market in the company's securities, and

(c) could reasonably be expected to have a material
effect on market activity in and the price of the
company's securities.

Notifiable transactions in the following categories:
(a) Reverse takeover,

(b)  very substantial acquisitions,

(¢}  very substantial disposals,

(d)  share transactions,

(e}  major transactions,

(f) discloseable transactions, or

(g) connected transactions.

Inform the Exchange and the holders of the
listed debt securities as soon as reasonably
practicable.

The company must (i} inform the Exchange
as soon as possible after the terms of a
transaction have been agreed; (i1) deliver a
draft announcement in English for the
Exchange's comments; (iii) deliver revised
notice to the Exchange and cause 1t to be
published in newspapers on the next
business day; and (iv) for disclosable
transactions, unless otherwise directed by
the Exchange, send to sharcholders a
circular in English and Chinese within 21
days of the publication of the
announcement.

AUTHORITY

Paragraph 2(1), Part C,
Appendix 7 of Listing Rules

Chapter 13, Chapter 14 and
Chapter 14A, Listing Rules.




VENT REQUIRING PUBLIC FILING OR DISCLOSURE

TIMEFRAME

Issuance of new securities or purchase by the company
of its listed securities resulting in a change in the terms
of conversion of any of its convertible securities or in
the terms of exercise of any of its options, warrants or
similar rights.

Closure of transfer books or register of members in
respect of securities listed in Hong Kong.

Annual General Meeting ("AGM").

Meeting of holders of listed securities, including AGM
and special meetings of shareholders.

Issuance of securities for cash under the authority of a
general mandate granted to the directors by the
shareholders in general meeting.

Announcement published prior to the new
issuance or, if prior notice is impracticable,
as soon as possible thereafter.

Notify the Exchange in writing and publish
in the newspapers a notice of closure at
least 14 days prior to such closure.

Notice must be published on at least one
business day.

Proxy forms shall be sent with the notice
convening such meeting to all persons
entitled to vote thereat.

Proxy forms must be submitted for
publication on the Exchange’s Website as
well.

Notice must be published on the next
business day following the date on which
the directors approve of the issuance.

AUTHORITY

Section 13.27, Chapter 13,
Listing Rules.

Section 13.66, Chapter 13,
Listing Rules.

Section 13.37, Chapter 13,
Listing Rules.

Section 13.38, Chapter 13,
Listing Rules.

Section 13.28, Chapter 13,
Listing Rules.




VENT REQUIRING PUBLIC FILING OR DISCLOSURE

5. Either (i) annual report including annual accounts or
group accounts together with a copy of the auditor’s
report thereon or (ii) a summary of financial report.

6. Either (i) interim report or (ii) a summary of interim
report

7. Preliminary announcements of results — Full Financial
Year

TIMEFRAME

Distribute to members and other holders of
the company's listed securities, other than
bearer securities, not less than 21 days
before the date of the Annual General
Meeting, but not later than 4 months after
the end of the financial year; and

Forward hard copies of prescribed quantity
to the Exchange at the same time they are
dispatched to holders of the Company’s
listed securities with registered address in
Hong Kong.

Either send to any member of the issuer and
every holder of its listed securities (not
being bearer securities) not later than 3
months after financial period; and

Forward hard copies of prescribed quantity
to the Exchange at the same time they are
dispatched to holders of the Company’s
listed securities with registered address in
Hong Kong.

Publish press announcement of information,
the next business day after board approval,
but not later than 4 months after the end of
the financial year; and

Supply the Exchange immediately on
publication with the names of the relevant
newspapers and the date of publication.

AUTHORITY

Sections 13.46 and 13.54,
Chapter 13, Listing Rules.

Sections 13.48 and 13.54,
Chapter 13, Listing Rules.

Section 13.49, Chapter 13,
Listing Rules.




VENT REQUIRING PUBLIC FILING OR DISCLOSURE

TIMEFRAME

8.

Preliminary announcements of results — First Half of the
Financial Year

Board meeting in respect of declaration,
recommendation or payment of a dividend or
announcement of the profits or losses.

Approval by or on behalf of the board of directors of:

(a)

(b)

(c)

(d)

(e)

any decision to declare, recommend or pay any
dividend or to make any other distribution on its
listed securities and the rate and amount thereof,

any decision not to declare, recommend or pay a
dividend or distribution where such would
otherwise have been expected in due course,

any preliminary announcement of profits or
losses for any year, half year or other period,

any proposed change in the capital structure,
including any redemption of its listed securities,
and

any decision to change the general character or
nature of the business of the company or group.

Publish press announcement of information,
the next business day after board approval,
but not later than 3 months after the end of
the financial period; and

Supply the Exchange immediately on
publication with the names of the relevant
newspapers and the date of publication.

Inform the Exchange at least 7 clear
business days in advance of the date fixed
for any board meeting.

Inform the Exchange immediately after the
board meetings.

AUTHORITY

Section 13.49, Chapter 13,
Listing Rules.

Section 13.43, Chapter 13,
Listing Rules.

Section 13.45, Chapter 13,
Listing Rules.




VENT REQUIRING PUBLIC FILING OR DISCLOSURE

TIMEFRAME

bl

Decision made in regard to:

(a) any proposed alteration of the issuer's
memorandum of association, bye-laws or
equivalent documents,

(b) any changes in its directorate or supervisory
committee,

(c) any change in the rights attaching to any class of
listed securities and any change in the rights
attaching to any shares into which any listed debt
securities are convertible or exchangeable,

(d) any change in its auditors or financial year end,
the reason(s) for the change and any other
matters that need to be brought to the attention
of holders of securities of the company, and

(e) any change in its secretary or registered office or
registered place of business in Hong Kong or
where applicable, agent for the service of
process in Hong Kong or registered office or
registered place of business in Hong Kong.

Basis of allotment of securities offered to the public
for subscription or sale or an open offer and the result of
any rights issue and, if applicable, the basis of any
acceptance of excess applications.

Purchase, sale, drawing or redemption by the company
or any member of the group of its listed securities,
whether effected on the Exchange or otherwise.

Inform the Exchange immediately and
publish an announcement in the newspapers
as soon as practicable.

Inform the Exchange not later than the
morning of the next business day after the
allotment letters or other relevant
documents of title are posted.

Inform the Exchange as soon as possible
after the event.

AUTHORITY

Section 13.51, Chapter 13,
Listing Rules.

Section 13.30, Chapter 13,
Listing Rules.

Section 13.31, Chapter 13,
Listing Rules.



VENT REQUIRING PUBLIC FILING OR DISCLOSURE TIMEFRAME AUTHORITY

. (a) Winding up or liquidation, appointment of Inform the Exchange as soon as the same Section 13.25, Chapter 13,
receiver/ manager, presentation of petition, shall come to the attention of the company.  Listing Rules.
adoption of resolution to wind up, etc., or

(b) entry into possession or sale by mortgagee, or
the making of any final judgment, declaration or
order which may adversely affect more than 15%
of the consolidated net tangible assets of the

group.
. Primary listing is or is to be on the Exchange and the Inform the Exchange immediately. Section 13.32, Chapter 13,
company becomes aware that the number of listed Listing Rules.

securities which are in the hands of the public has fallen
below the relevant prescribed minimum percentage; and
if any part of the securities of the company or any of its
subsidiaries becomes listed or dealt in on any other stock
exchange.




VENT REQUIRING PUBLIC FILING OR DISCLOSURE

TIMEFRAME

Any person, including spouse, minor child, corporations
controlled by him and persons acquiring shares pursuant
to agreement, interested or ceasing to be interested in
5% of the nominal value of share capital of the
Company.

Any person, including spouse, minor child, corporations
controlled by him and persons acquiring shares pursuant
to agreement, having a notifiable interest immediately
after the relevant time when there is a reduction in the
current 5% threshold made by regulations.

Any person, including spouse, minor child, corporations
controlled by him and persons having short positions in
shares pursuant to agreement, interested or ceasing to be
interested in short positions in shares comprised in the
relevant share capital of the Company of not less than
1%.

Notify the Exchange and the company at the
same time or, if not practicable to do so,
one immediately after the other within 3
business days after the day on which the
relevant event arises or the day on which
the occurrence of the relevant event comes
to his knowledge.

Notify the Exchange and the company at the
same time or, if not practicable to do so,
one immediately after the other within 10
business days after the day on which the
relevant event arises or the day on which
the occurrence of the relevant event comes
to his knowledge.

Notify the Exchange and the company at the
same time or, if not practicable to do so,
one immediately after the other, within 3
business days after the day on which the
relevant event anises or the day on which
the occurrence of the relevant event comes
to his knowledge.
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closure/Reporting Requirements pursuant to the Securities and Futures Ordinance (Cap. 571) (the "SFO")

AUTHORITY

Divisions 2-4, Part XV of
the SFO.

Divisions 2-4, Part XV of
the SFO.

Divisions 2-4, Part XV of
the SFO.




VENT REQUIRING PUBLIC FILING OR DISCLOSURE

TIMEFRAME

Any person, including spouse, minor child, corporations
controlled by him and persons having short positions in
shares pursuant to agreement, having short positions in
shares comprised in the relevant share capital of the
Company at the time there is a reduction in the current
1% threshold made by regulations, has duty.

Director or chief executive of the company, including
spouse and minor child, interested or ceasing to be
interested in shares or debentures of the Company or
any associated company of the Company.

Director or chief executive of the company, including
spouse and minor child, interested or ceasing to have
any interest in shares in or debentures of, or short
position in shares in the Company or any associated
company of the Company.

Whenever the Company receives information from a
person given in pursuant to the SFO, the Company is
under a duty to record in the Register of Interests in
Shares and Short Positions against the person’s name,
the information received and the date of entry and make
them available for public inspection.

Notify the Exchange and the company at the
same time or, if not practicable to do so,
one immediately after the other, within 10
business days after the day on which the
relevant event arises or the day on which
the occurrence of the relevant event comes
to his knowledge.

Notify the Exchange and the company at the
same time or, if it is not practicable to do
so, one immediately after the other, within 3
business days after the day on which the
relevant event arises or the day on which
the occurrence of the relevant event comes
to his knowledge.

Notify the Exchange and the company at the
same time or, if it is not practicable to do
so0, one immediately after the other, within
10 business days after the day on which the
relevant event arises or the day on which
the occurrence of the relevant event comes
to his knowledge.

Within 3 days following the day on which
the duty arises.
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AUTHORITY

Divisions 2-4, Part XV of
the SFO.

Divisions 7-9, Part XV of
the SFO.

Divisions 7-9, Part XV of
the SFO.

Divisions 6 and 9, Part XV
of the SFO.




